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You don’t need crystal balls, mirrors and black magic to get a clear picture of your 


sales in the months ahead. 

Buried in your own sales and manufacturing records are many of the answers 
you need right now to guide you in developing your sales program for next year. 

You'll be surprised at the helpful facts and figures that can be uncovered right 
from your own files through a sales analysis tabulation by STATISTICAL. 

You can learn quickly how much it’s costing you to sell your product in a given 
territory. How territories can be re-arranged to reduce selling costs and increase 
profits. How salesmen stack up individually. How to plan advertising to get a greater 
return from your investment. 

These and many other important factors will be invaluable in plotting your 
sales course for the future. 

STATISTICAL is geared to do this job for you quickly, accurately and econom- 
ically through a combination of skilled personnel and facilities. Our complete 
tabulating, calculating and typing services can meet all of your requirements. It will 
pay you to call our nearest office for full details on this outstanding sales analysis 
service. 


TABULATING «- CALCULATING « TYPING + MARKETING RESEARCH TABULATIONS 
(In Your Office or Ours) 


\SF STATISTICAL TABULATING COMPANY 


Established 1933 + ° M. R. Notaro, President 


NEW YORK 4, N.Y. CHICAGO 4, ILLINOIS ST. LOUIS 1, MO. 
50 Broadway 53 West Jackson Blvd. Arcade Building 
Call WHitehall 3-8383 Call HArrison 7-2700 Call CHestnut 5284 





TRAINING — 
- YOU CAN | 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the TAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to LAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former Presi- 
C.P.A. dent, Ulinois Chamber of Commerce; Former President, American Society of Certified Public Accountants; Former 
President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business and Accounting, Texas A. and M. College; Past President, American Accounting 
B.A., M.A., C.P.A. Association; Former Educational Director, American Institute of Accountants; Past President, Texas Society of 
C.P.A.'s; Editor of “Contemporary Accounting.” 
DEXTER S. KIMBALL Chairman, Board of Directors, Interna Accountants Soctety, Inc.; Dean Emeritus, College of Engineering, 
M.E., LL.D., D.Sc. Cornell University; Former President, an Soctety of Mechanical Engineers; author of ‘Cost Finding, 
Industrial Economics,’ and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Direc- 
B.Sc., Ph. D. ors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 
‘Office Management’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accountants Soc nc.: author of * Accounting Concepts of Profit,’ ‘* Anal- 


B.Sc., C.P.A. yzing Financial Statements, Principles of Accou ’hat the Figure ean,’ and numerous technical 
articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A, C. W. Emshoff, C.P.A James W. Love, C.P.A. G. E. Taylor, C.P.A. 

Robert Dick, C.P.A. Stephen Gilman, C.P.A. Paul H. Moore, C.P.A J. G. Terry, C.P.A, 

Roy E. Duvall, C.P.A. Robert H. Gregory, C.P.A. Frank H. Murray, C.P.A Horry H. Westphaln, C.P.A. 
George P. Ellis, C.P.A. C. E. Hoglund, C.P.A. Kenneth E. Oakley, C.P.A Earl R. White, C.P.A. 











{dditional information about this training will be sent to you in booklet form, on request. 
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A Correspondence School Since 1903 
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JUST 
PUBLISHED 


Behind a Financial 
Statement 


yh come 1s— and readable book 
which provides the basic infor- 
mation essential to an adequate 
understanding of the background of 
financial statements and makes them 
more interesting and understandable 
to investors, credit grantors, and 
business executives. —160 pages— 
Only $2 


By R. G. RANKIN 


C. P. A., LL. M., senior partner of 
R. G. Rankin & Co., Certified 
Public Accountants 


N A CRISP, 50-page survey at the 

beginning of the book, Mr. Rankin 
discusses the theory of debits and cred- 
its, the evolution cf accounting rec- 
ords and procedures over the years 
the introducticn and use of business 
machines which have enabled small 
business to expand into big business. 
and a bre ad outline cf the functions 

erved by the major accounting rec 
ale found in most business concerns 

The remaining hundred pages of 
the book deal with the most vital 
accounting problems confronting 
management tc — cost accounts, 
inventories, fixed assets and deprecia- 
tion, and reserves. The final two chap- 
ters discuss in Cetail the end result of 
all accounting efforts — the statement 
of income and surplus, the balance 
sheet and the significance of the audi- 
tors certificate 











Written from the operating and 
credit viewpoint by a top expert 
VHAT’S BEHIND A FINANCIAI 
STATEMENT is both an invaluable 
guide to the intricacies of financial 
statements and a cogent and provoca- 
tive Ciscussion of many of the prob- 
lems contronting business executives, 
loan officers, and credit analysts today 

Price, $2 





DSN ee SS SS ae 4 


To: DOUBLEDAY & CO., INC. 
Dept. C10, Garden City, N. Y. 
Send me 10 days FREF 


for eraENEy A 


copies of WHAT'S BEHIN 

FINANCIAL STATEMENT, by x ae 
Rankin, C.P.A., LL.M. Within 10 days 
I may either return the book(s) and owe 
nothing, or keep the books) and remit 
only $2.00 each, plus shipping costs, in 
full payment 

NAME 
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With this UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE, each day’s work is 
completed and proved accurate each day. 


There is no need to worry about troublesome peak loads when 
you use this fast, simple, easy-to-operate Underwood Elliott 
Fisher Accounting Machine. 

Work doesn’t pile up at the end of the month because the 
records are posted, balanced and automatically proved accu- 
rate each day. 

Operators like the simplicity of the Underwood Elliott 
Fisher Machine. It has a standard Typewriter Keyboard 
electrified for fast, easy operation. There are only 10 numeral 


Underwood Corporation 


Accounting Machines . Adding Machines . 
Carbon Paper .. . Ribbons 


. Typewriters 


One Park Avenue New York 16, N. Y 
Underwood Limited, 135 Victoria Street, Toronto 1, Canada 


Sales and Service Everywhere 


keys for all figure work. Balances and individual column 


totals—20 or more—are computed automatically. 


The Flat Writing Surface, an exclusive feature of Underwood 
Elliott Fisher Machines, facilitates form handling and saves 
operator’s time. Forms are inserted as quickly and easily as 
placing papers on your desk. And, the special Roll Carbon 
Paper feature eliminates the bother of handling loose sheets 
of messy carbon paper when posting to related records. 

You'll like the versatility of this machine, too. One machine 
can be used for several applications, such as Accounts Receiv- 
able, Accounts Payable, Payroll Records, etc. It will save time, 
trouble and money in the Accounting Department. For full 
details call your nearest Underwood Representative or mai! 


he coupon today. 


wh, 


UNDERWOOD 
Underwood Corporation Morne? 


One Park Avenue 
New York 16, N. Y. 


Please send me illustrated literature and full information about sie 
Underwood Elliott Fisher Accounting Machines 


Name of Company 
Your Name and Title 
Street Addres 


City 





DETERMINING DEPRECIATION 


Editors, THE CONTROLLER: 
During the latter part of 1948 the man 
company gave considera- 


agement Of Our 
tion to the problem of providing for the 


replacement of depreciating machinery and 
fixtures. As a result of considerable study, 
it was decided to determine the amount of 
depreciation reserve deemed necessary to 
reflect current replacement cost. The 
amount so determined was set up as a re- 
serve out of surplus 

The schedule below, using hypotheti- 
cal figures, sets forth the method used in 
determining the necessary reserve. The fol- 
lowing explanations will be helpful to 
understand the preparation of the figures 
in the schedule 


1. The average index for each year, 
1928 to 1948, was obtained from the 
Survey of Current Business’ pub- 
lished by the U.S. Department of 
Commerce and based upon the U.S. 


100.000 
146.250 
138,750 
131,250 


33.000 


} 


$5,360,000 


THE CONTROLLER 


Department of Labor's wholesale 
commodity prices for ‘ Manufactured 
Products Under Economic Classes.” 
The index for 1926 equals 100. 
The ratio of the 1948 index to the 
index for each year of machinery and 
fixture acquisition was determined. 
The per cent of machinery and fix- 
ture cost by years of acquisition ac- 
cumulated in the reserve for depreci- 
ation on the books was determined. 
The estimated current replacement 
cost new was determined by years of 
machinery and fixture acquisition by 
applying the ratio found in 2 above 
to the machinery and fixture cost on 
the books by years. 

The amount of depreciation reserve 
to reflect current replacement cost 
was then determined by applying the 
per cent found in 3 above to the 
amount found in 4 above by years. 
The amount in Column H_ repre- 
sented the needed reserve. In our 


MACHINERY & FIXTURES 


(Based on Estimated Life of 20 Years) 


Estimated 


Current 


Cost? 
Dx 


$ 166,000 $ 166,000 $ 
253,500 


271 


310,500 271,688 
90,800 


Neu 
B Fx 


study of the problem, the report of 
the Controllership Foundation, Inc., 
entitled ‘Depreciation Policy when 
Price Levels Change’’ was very help 
ful. We hope therefore that the 
method used by us will be of in- 
terest and use to others. 

D. M. FINLEY 

Asst. Secretary 

Bemis Bro. Bag Co. 

St. Louis, Mo 


COMPLIMENTS OF THE AUTHOR 


Editors, THE CONTROLLER: 

I acknowledge rec eipt of the June 
issue Of THE CONTROLLER which has 
been relayed to me by the Blackstone Mu- 
tual Fire Insurance Company. 

I severed my connection with Black 
stone Mutual Fire Insurance Company to 
become General Manager of the Associated 
Factory Mutual Fire Insurance Companies 
Engineering Division, with main offices 
in Boston. 

It has been a pleasure to cooperate with 
you in connection with this article [‘’Re- 
pair or Replace Insurance’’} and 1 wish 
to compliment you on the excellent publi- 
cation which you issue. 


G. F. Wau 
Factory Mutual Engineering Division 
Boston 
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Desired Amt. ¢ 
Depreciation Re 
to Reflect Current 


, 
Replacement ( 


(nearest dollar) 

66,001 
247,163 100.9134 
£500 251,138 112,388 
140,438 
74.910 41,910 


135,600 105,090 58.590 


253,750 
439.500 


183.969 93.344 


229,163 111,038 


242.500 151.563 3.438 


2 


S82? 
396, 
195,000 82,875 10 


537 


161 


286,200 


355,500 


171 


600 188,370 84,870 
000 305,550 148,050 


000 188.100 100 


O00 


2 

201,375 88.875 

O00 y PE, Pa 19.82 
29,205 
9,363 


000 


685.006 


$8,049,950 
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Monroe solves your figuring 


“Not me, brother!” | 4 5 and accounting problems...a 


model to meet every need! 


Monroe CALCULATING Machine 


FULLY AUTOMATIC! Star performer saves 
time, effort. Sturdy construction, long, 
trouble-free service Velvet Touch"* 
operation. Huge appetite for figures! 


Mcnroe ADDING Machine 


TOP VALUE! New 8 column with direct 
subtraction. Budget priced. ‘Velvet 
Touch'’** keyboard. Engineered to in- 
crease figure production, lessen fatigue. 


Our hero may be only half a dog high 


and a dog and a half long but his brains 
are exactly where they should be. 
Won't catch him falling for that ancient boner. 
Too smart! Like the executive who 
knows that even though business figuring 
machines look somewhat alike. 
there's a big difference in their performance. 


So. naturally, the executive look- Monroe ACCOUNTING machine 


VERSATILE! Simple, fast, efficient! Like al 
to Monroe because he knows that whatever Monroes;, its ‘Velvet Touch'’* is one reason 
why operators who know prefer Monroe 

the figuring or accounting job, 
VELVET TOUCH’ originated in 1735 to de 
Monroe makes just the model to handle it! SERIE ONTOS S NICH SEE SCO OF eemreran 


Every Monroe is sold only through 
Monroe-owned branches; serviced by 
Monroe’s factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, inc., General Offices, Orange, N. J. 





About the Administrative Practitioners Bill 


Many readers of THE CONTROLLER 
who are CPA’s—are familiar with the history of H. R. 4446. 
In its original form this bill could have been administcred in 


especially those 


a way which would have restricted your accountants in ap- 
pearing in your behalf on tax or other matters before federal 
agencies (see editorial in the March 1948 issue of THE CON- 
TROLLER, page 119). Now, however, it has been amended 
in a manner which satisfies the CPA organizations. They 
have withdrawn their opposition. 

Current disclosures arising from the inquiry regarding 
the ‘five percenters’’-—and other go-betweens in Washing- 
ton—may intensify the desire of many members of Congress 
to have a law governing practice before federal agencies. 
This bill has been reported by the House Judiciary Commit- 
tee, and it might be considered and possibly passed at the 
current session of Congress. 

The Judiciary Committee's report makes it pretty clear 
that the bill will not adversely affect the status of controllers 
who may represent their own companies, or of Certified 
Public Accountants who represent them. In effect, the bill 
says that anyone admitted to practice before any agency, after 
such investigation or examination as the agency may require, 
will be placed on the roster of accredited practitioners, sub- 
ject only to satisfying a central credentials committee that he 
is of good moral character and repute. One advantage of the 
bill is that all practitioners accredited would be subject to 
uniform rules of professional ethics. What the bill may do 
is to force some agencies, like the SEC, which do not now 
have any machinery for admitting professional men to 
“practice’”’ before them, to set up an enrollment procedure. 

In short, the bill in its present form seems to be one in 
which government agencies and the practitioners before 
them are mainly interested. We are inclined to believe that 
this is a fine opportunity for corporate business to keep 


silent and let matters take their course. 


Tell Someone This Story 


The other day a member of the Institute handed me the 


paragraphs below, with permission to make use of them 


where it would do the most good. 

“Capitalism is what we have and what most Americans 
want to keep. The farmer’s land and his barn, his livestock 
and machines are capital. Your grocer’s store, the goods on 
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his shelves, and the truck that delivers them are capital. The 
tools of the skilled mechanic are capital. Every life insurance 
policy, every bank account is capital. Everything that con- 
tributes to the production and distribution of goods is capi- 
tal, from the biggest factory to the smallest newsstand on the 
corner. 

“Almost everybody in the United States is a capitalist. A 
capitalist isn’t just a banker or a manufacturer. You couldn't 
throw a stick down any street without hitting a capitalist. 
We all belong. 

“The people who really hate capitalism are the socialists 
and communists. But it isn’t capital itself that the socialists 
and communists hate. What they hate is the idea of letting 
the average man own and control capital. They want to do 
that themseives. 

“Capitalism is the only system that lets everyone own capi- 
tal, live where he pleases, and work at the job he chooses. 
That's what I believe in.” 


Limitation on Accountants in New York State 


A recent decision by the Court of Appeals of New York 
State has been widely publicized because of the limitation 
that it places on acountants as tax advisers. The consensus of 
opinion would appear to be that it will not gravely affect the 
interests of controllers and their companies. 

The New York State Society of Certified Public Account- 
ants summarizes the outcome as follows in a memorandum 
from their legal counsel: ‘It would appear that an account- 
int who ts retained to perform any of the services thus de- 
scribed (setting up or audit of books, advising with respect 
to the keeping of records and books, the making of entries 
therein, and the handling of transactions for tax purposes 
and the preparation of tax returns) may properly answer 
tax questions or give tax advice.” The trouble comes when 
an accountant who has no other relationship with the client 
is retained purely to give advice. 

We shall try to keep our readers informed of any signifi- 
cant developments. 


Cheers for an Economizer 

At a time when Secretary of Defense Louis Johnson is 
being subjected to considerable Congressional and _ political 
pressure, this journal wishes to extend him congratulations 
and commiseration. We believe we speak on behalf of con- 
trollers everywhere. It never has been possible to economize 
and keep everyone happy; but significantly it has also been 
impossible to keep everyone happy even when not economiz- 
ing. It seems to be mainly a matter of the degree and direction 
of pressure. 

Also, it is not only a question of those directly affected in- 
side—usuaily the observers outside don’t think the economiz- 
ing was done in exactly the most strategic places. 

Last but not least, as a cause for congratulation and ap- 
plause, is the fact that the Secretary did not wait for months 
but inaugurated economy within a few days after passage of 
the bill which made it possible (discussed in the editorial 
page of our September issue). 

WALTER MITCHELL, JR. 











handles tripled workload 


for Peter Paul of Naugatuck 


ee ee ee ee 


“Yes, SUIAP handles our tripled accounts re- 
ceivable workload with no increase in person- 
nel?’ reports H. G. Kazanjian, Treasurer, PETER 
PAUL INC., Naugatuck, Conn., largest producer 
of coconut candy bars and the largest single 


user of coconut in the world. 


The success of Peter Pauls Mounds and Almond 
Joys has been a sensation of the confectioner’s 
trade. When consumer demand multiplied their 
accounts receivable problems. Peter Paul switched 
to SUIAP ledgerless, visible accounting. 

The result... accounts are always up-to-date. 
collections are easily handled. credit authoriza- 
tions are simple routine. 4nd, no additional per- 
sonnel were required to take care of the stepped- 


up workload! 


FAST, SIMPLIFIED POSTING 
With SUIAP. “posting” is just a matter of drop- 
ping an invoice in a convenient, visible, account 


pocket. The Graph-A-Matie signal on the margin 


shows instantly what accounts need follow-up— 
viving positive control, with less clerical work 


than ever before! 


PROTECTION AGAINST LOSS 
To protect these vital records. Peter Paul Ine. 
housed their entire accounts receivable system in 
Remington Rand Safe-Ledger Trays—laboratory- 
tested. certified security against destruction by 


fire... “protection-at-the-point-of-use.” 


REDUCES COSTS—INCREASES PROFITS 


The Simplified Unit Invoice Accounting Plan... 
SUTAP*®..; 


ings -- centralization of operations 


offers you truly impressive cash sav- 
ereater vol- 
ume plus accuracy, speed and simplicity. Don’t 
delay! Get the whole SULAP story by calling our 
office near vou. or. write Systems Division. 315 


Fourth Avenue. New York 10. 


THE FIRST NAME IN BUSINESS SYSTEMS 


Copyright 1949 by Remingto: 





The big guns are levelled at general managers 


It's inventory trouble that makes 
the General Manager the Target 
for Today. 

If his curve of inventory invest- 
ment is rising in ratio to his other 
assets, carrying charges can out- 
flank his capital position. Yet he 
can’t afford to lose orders with too 
thin an inventory 

McBee Keysort tells a General 
Manager daily at less cost than 
any other method 

7]. What is and jisr't being sold 

2. What is on hand 

long it’s been there 


and how 





7 
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3. What must be bought or made 
.and when. 


Sales planning is sharpened with 
McBee Keysort because orders and 
sales pressure can be coordinated 
with an inventory maintained in 
proper ratio to shifting demands 
Production planning is tightened 
up all down the line with McBee 
Keysort because materials, man- 
power and machine requirements 
can be kept in balance... inventory 
risks are ata Minimum... and cus- 
tomer deliveries can be made on 


promised dates 


Only accurate facts on a General 
Manager's desk daily can reduce 
the risks in his Most Dangerous 
Asset... inventory 

McBee provides those facts with 
simple, inexpensive, flexible ma- 
chines and methods that executives 
in every kind of business are using 
to save their companies’ money 
and their own nerves 

That's why McBee sales have 
multiplied sixfold in just a few 
short vears 

There’s a McBee man near you 
Ask him to drop in. Or write us 
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PRODUCT GROUP 























This is the magic McBee Keysort card. 
With your present personnel, without costly in- 
stallations, McBee Keysort provides you with 
accurate and useful management contro!s at less 
cost than any other system. When notched, the 
pre-coded holes along the edges make this card 
mechanically articulate. They make it easy to 
collect a wealth of data... classify it... file it 
... find it... use it... quickly and accurately. 


Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenue, New York 17, N. Y. Offices in principal cities 
The McBee Company, Ltd., 310 Spadina Ave., Toronto 2B, Ont., Canada 
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Inter-Relationship of Variations 
from Budget and from Standard Cost 


By Othel D. Westfall 


HERE MANUFACTURING and distri- 

bution standards have been devel- 
oped to the point of reliability for pur- 
poses of coordination, as well as control, 
it is feasible by analytical methods to 
present to management a completely in- 
tegrated picture of variations from a 
static budget and basic variations from 
standard. In such a situation operations 
at standard become virtually a flexible 
budget, except with respect to manufac- 
turing and distribution expenses. For the 
latter, it is desirable to use flexible ex- 
pense budgets in computing the cost 
variations, even though variations from 
budget are based entirely on the static or 
fixed budget. 

In demonstrating the interlocking re- 
lationship between variations from budget 
and basic variations from standard, one 
obstacle is the overlapping and confusing 
nomenclature which has been applied to 
the differing variations involved. Also, it 
develops that a change in standard costs 
between accounting periods will distort 
the results obtained under the formulae 
commonly used for computing variation 
in gross profit, even where only one prod- 
uct is involved, unless the opening 
inventory is adjusted and unless the re- 
sulting change variance is ignored in 
computing cost of goods sold. 

However, these matters may best be 
discussed after illustrating the technique 
for complete integration. 

For purposes of illustration let us as- 
sume the case of The Blank Company 
which is engaged in manufacturing and 
distributing a single product. Data per- 
taining to one month of its operations are 
assumed to be as follows: 

Description Budget Actual Standard 

Direct Materials 
Opening inventory 


(units) 5.000 


$,000 5,000 
Opening inventory 
3.00 $ 3.00 


60,000 


(unit price) 4.00 § 


Purchases (units) -§,000 60,000 


Purchases (unit 

price) ‘ 4.00 § 2.90 4.00 
Closing inventory 
8,000 9,000 


(units) 6,000 


Closing inventory 
(unit price) $ 300 $ 2.90 
59,000 


4.00 


Consumption (units) 72,000 56,000 


Direct Labor 


Hours 
Wage Rate $ 


115,000 
0.95 $ 1.00 


144,000 112,000 


1.00 $ 


Manufacturing Expense 


Machine hours 71,000 70,000 
Amount $ 85,500 $ 75,000 $ 66,500 
Allowed for 71,000 


hours $ 74,000 


90,000 


W ork-in-Process 
None 
None 


None 
None 


Opening 
Closing 


Finished Goods 


Production (units) 1,800 1,400 


Opening inventory 
(units) 300 
Opening inventory 


$225.00 $225.00 $225.00 


(unit cost) 


Sales (units) 2.000 1,600 1.600 


Sales (unit price) $360.00 $350.00 $360.00 
Distribution 

Amount 

Allowed for 1,600 


units 


Expense 


$140,000 $125,000 $112,000 


$120,000 


The comparison of actual and budgeted 
operations, with analysis of variations, is 
presented as Exhibit A. 

It will be observed that all of the pres- 
entation in the assumed case is made on 
one wide spread. In practice the presenta- 
tion might be divided by responsibilities 
and, of course, supporting schedules 
should be provided where needed. 


Demonstrating a technique 
for complete integration 


To conserve space, operations at stand- 
ard have been pa from the presen- 
tation. The experienced analyst will have 
no difficulty in visualizing standard op- 
erating amounts in the illustrative case 
and using such amounts to compute the 
variations. However, the inclusion of a 
section for operations at standards, pref- 
erably between actual and budget, nor- 
mally will aid in computing both budget 
and cost variations. 


On: point which may seem question- 
able is the number of units in the stand- 
ard closing inventory of materials. How- 
ever, if 65,000 units were available and 
the standard consumption was 56,000 
units, the closing inventory of materials 
should have been 9,000 units. The dif- 
ference between the 9,000 units at stand- 
ard and the 6,000 at actual is the quantity 
variation on consumption. The ditference 
between standard operating amounts and 
budgeting operating amounts is the “‘vol- 
ume’ variation. This variation is some- 
times referred to as a quantity variation, 
which seems incompatible with the use of 
the same term tc describe variation in the 
consumption of material. 

The difference between actual operating 
amounts and standard operating amounts 
is the cost variation or, in the case of 


OTHEL D. WESTFALL is Assistant Professor of Accounting 
at the University of Oklahoma. The technique presented in 
his paper here, he explains, represents an extension of 
analytical procedure which he has used for some time in 
teaching cost and budget courses. A previous publication, 
“Integration of Federal Income Taxes on Corporations and 
Shareholders,” appeared in “Taxes.” Professor Westfall is 
a member of the American Institute of Accountants, Okla- 
homa Society of Certified Public Accountants, and American 


Accounting Association. 
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sales, the selling price variation. Where 
cost standards are incorporated in the 
budget, the cost variation between actual 
and the fixed budget equals the algebraic 
sum of the variations between actual and 
standard costs. This holds true regardless 
of whether overhead rates are set at ex- 
pected actual or at expected normal and 
regardless of whether overhead variations 
are measured from a fixed or from a flex:- 
ble expense budget. 

To conserve space further, cost varia- 
tions of a similar nature have been 
grouped into one column. Thus, varia- 
tions commonly labeled as material price, 
labor cost or price, and spending or 
budget, are shown under Price or Rate. 
Also, variations commonly referred to as 
material quantity, labor efficiency or quan- 
tity, and expense efficiency or quantity, 
are shown under Quantity or Hours. 

It will be noted that three variances are 
used in analyzing the difference between 
actual and applied manufacturing  ex- 
pense, while only two variations are used 
in analyzing the difference between ac- 
tual and applied distribution expense. 

The efficiency and ‘capacity’ variances 
on distribution expense will be recognized 
as the equivalent of the controllable (or 
efficiency) and volume variances which are 
developed under the two variance method 
sometimes used in connection with manu- 
facturing expense. In the trading opera- 
tions statement the cost variations on 
goods sold are converted from three, to 
two variances, in order to conform with 
the cost variations computed on distribu- 
tion expense. 


Exhibit A 
Capac ily 

) 

variation of $95 


$(14,40 


Efficiency 


6,000 


S 


» contained in the Hours’ 


6,000 
6,000 


“Npens 


S 


45 000 
5,000 
99 000 
99 000 


4 


ERATIONS 
Ss 
$ 


I 
4, the latter being the fixed « 


$16,000 


89.650 
89.650 
+ $344.7 


14 of $6,550 


rUAI 
the month of 
5,500 
13 


240,000 


AC 


44 


OF 


f 
- 


Tui use of the term “capacity” in lieu 
of ‘volume,’ under the two variance 
method, may be questioned. Under the 
three variance method the total of et- 
ficient and inefficient utilization of ca- 
pacity is compared with total — or 
with total capacity less expected idle ca- 
pacity, to arrive at the “capacity” varia- 
tion. Under the two variance method only 
the efficient utilization of capacity is com 
pared with total capacity, or with total 
capacity less expected idle capacity, in ar- 
riving at the ‘‘volume”’ variation. 

The only difference between the ‘‘ca- 
pacity” and “volume”’ variations therefore 
is the inefficient or ineffective utilization 
of capacity. This difference does not ap- 
pear to justify the switch in terminology 
from “capacity” to “volume” since, when 
measured from a flexible budget, the so- 
called “volume” variation does not in- 
clude the increase or decrease in variable 
expense incident to volume. The effect of 
variation in volume is more properly re- 
flected by measurement from a_ stati 
budget, as in the illustration, and it would 
seem preferable to restrict the use of the 
term ‘volume’ to such a measurement. 

Under the formulae commonly used for 


is ot 
udgeted Operations 


STATEMENT 


th Analys 
80.000 


189.000 
$30,100 
$560,000 


n 


COMPARATIVE 


Actual Operatic 
Pr 
65.060 
$350.00 


OPERATIONS 


adjusted 


PRADIN 


COST OF GOODS SOLD 
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gin on operations 
= Unfavorable variation 


Osing Inventory 


(Continued on Page 486) 
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Social Security Proposals: 
A REALISTIC COST ANALYSIS 


By Thomas L. Evans 


+ neg SOCIAL SECURITY program proposed 
to Congress by the administration is, 
by comparison, quite all embracing and 
comprehensive. Should these recommen- 
dations be enacted into law, private indus- 
try would be called upon by way of pay- 
roll taxes to meet a substantial share of 
these new costs. 

The proposed plan would broaden the 
present social security insurance program 
to afford protection to the great majority 
of all individuals exposed to the risks of 
the ‘common economic hazards’ that re- 
sult in loss of wages in periods of un- 
employment and/or disability. The pro- 
posals will add to the present program 
temporary and permanent disability cover- 
age, and a compulsory health insurance 
plan providing against cost of medical 
care. It will further expand coverage and 
the liberalization of the present insurance 
benefits and risks of unemployment and 
old age and survivors insurance. Also, a 
comprehensive welfare program is being 
proposed to meet the needs and provide 
services for those not qualified under the 
insurance program and/or supplementing 
the former when benefits and_ services 
are considered sub-standard or inade- 
quate. 

The social welfare program will be de- 
veloped to include family and child serv- 
ices, care and protection to special groups 
including children, the aged, and the 
mentally, physically, and socially handi- 
capped (these services now or by 
the states), vocational rehabilitation, pre- 
vention of crime, recreation, education, 
etc. These are in addition to the public 
assistance programs presently being car- 
ried on, providing old age assistance, aid 
to dependent children, aid to the blind, 
and general assistance. 

Before we attempt to analyze the po- 
tential costs of this social security pro- 
gram, let us acquaint ourselves with the 
definition of social security as defined by 
both Webster and the Federal Security 
Administration. 

The word “security” is defined by 
Webster's dictionary as “freedom from 
danger or risk”; “freedom from care or 
apprehension.”” Arthur J. Altmeyer, So- 
cial Security Commissioner, has stated 
that “‘social security in the most inclusive 
sense of the term includes all the things 
necessary to enable the individual citizens 


of a country to lead a personally satisfy- 
ing and socially useful life. In this large 
sense, social security would certainly in- 
clude decent housing, education, and 
health, as well as the elimination of des- 
titution.”” This statement may be attribut- 
able directly to the administration. 

It might also be of some aid in un- 
derstanding the proposals now being 
made by the administration to quote from 
Oscar Ewing’s recent report to the Presi- 
dent on the nation’s health, in which he 
said: “In addition to our special efforts 
for the attainment of health, we must as- 
sume contemporaneous and parallel ef- 
forts to assure: (1) a steadily rising 
standard of living, assuring better nutri- 
tion, recreation, and other contributions 
to healthful living; (2) better educational 
systems—in number and quality ; (3) in- 
creased benefits for the aged and per- 
manently disabled so that their minimal 
essential economic needs are provided for; 
(4) adequate housing for the people of 
this nation—a fundamental requirement ; 
and (5) increased understanding on the 
part of the people of the benefits of sci- 
entific medicine and public health meth- 
ods.” 

A brief comparison of the existing 
social security program with the adminis- 
tration’s proposed program will, I be- 
lieve, enable us to evaluate the potential 
costs of the proposed program. 

At the present time there is need on 


How much private industry 
may be called upon to pay 


the part of all of us to be realistic and 
accept the fact that we have a program, 
existing since 1935, which provides for 
a part of the social security program as 
previously outlined. We are now faced 
with the possibility of having to orient 
ourselves to the whole broad pattern as 
described heretofore. 


Tui present pattern of the program 
provides two forms of social security, 
namely: 

1. The contributory social insurance 
category, consisting of old age and survi- 
vors insurance, unemployment insurance, 
workmen’s compensation, temporary dis- 
ability (frequently called cash sickness, 
a recent development which has now be- 
come law in Rhode Island, California, 
New Jersey, Washington, and New York). 
These plans were inaugurated to compen- 
sate for all the major risks of wage loss 
through sickness and extended disability, 
unemployment, old age, and death, as 
well as cost of medical care. These cate- 
gories are presently financed in almost all 
instances with contributions from em- 
ployers and employes by payroll tax de- 
ductions, in the case of old age and sur- 
vivors insurance only partially so. 

2. The second group is classified as 
public assistance, financed by the state 
and supplemented by grants-in-aid of the 
federal goverment, appropriated by Con- 


THOMAS L. EVANS, Chairman of the National Commit- 
tee on Social Security of the Controllers institute, is at 
present on leave from the J. N. Adam & Company, Buffalo, 
where he holds the title of Treasurer, on special assignment 
with the Unemployment Division of the New York State De- 
partment of Labor. One of the speakers before the National 
Industrial Conference Board in May when he delivered the 
paper presented here, Mr. Evans also served as chairman of 
panel discussions on social security at both the Eastern and 
Midwestern Controllers Conferences and presented an ad- 
dress on the same subject at the 18th Annual Meeting. 
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Social Security—Here and Abroad 


Annual contributions for social insurance in the United 
States recently amounted to four and a half billion dol- 
lars, according to “The Social Security Almanac’ published 
by the National Industrial Conference Board. 

In 1929 less than one-fifth of a billion dollars weve paid 
in for this purpose, and im 1939 the amount was about two 


billion. 


More or less comprehensive social security programs cost 


Be lgium 23.5%, Czechoslovakia 22.8%, 
20.3%, and Yugoslavia 28.0° 


the Netherlands 


t of total remuneration. 





gress from funds derived from general 
taxation, with payments determined en- 
tirely on the need of the recipients and/or 
beneficiaries. This group is broken down 
into categories of old age assistance, aid 
to dependent children, aid to the blind, 
general health and welfare or general as- 
sistance. 

Incidentally, it is the plan of the Fed- 
eral Security Administration to supple- 
ment these contributions with federal 
government grants to the extent necessary 
to finance the commitments and liabilities 
of the program. The latest development 
is a proposal to include permanent dis- 
ability in old age and survivors insurance 
category and a new classification of health 
msurance, more popularly known as “'so- 
cialized medicine 

It is proposed that coverage of these 
programs be extended to embrace all 
gainfully employed workers including 
agricultural and domestic employes, pub- 
lic employes, members of the armed 
forces, employes of non-profit organiza- 
tions, railroad employes, self-employed 
persons including farmers and small busi- 
ness men 


A health insurance program has also 
been proposed to render service to all 
covered workers and their families includ- 
ing hospitalization, surgical, medical and 
nursing services, and special health aids. 

It may facilitate our appraisal of the 
cost of the social security program if we 
take time out at this point to review 
briefly the history and experience of the 
existing social security programs on the 
statute books and ponder over the mate- 
rial factors that have been exposed in the 
administration thereof. This may also 
help to evaluate better the magnitude of 
the proposed recommendations and pro- 
vide a sounder basis to determine realis- 
tically what the cost might well be in the 
administration’s recommended program. 

It will be very difficult to place any 
monetary value on the imponderables 
such as initiative and the constant in- 
creasing of the individual’s dependency 
upon government and its effect upon the 
productive economy, but I think we can 
develop that a little independently in our 
own thinking and concentrate our, atten- 
tion on the dollar costs, avoiding any 





Papers Available from Annual Meeting 


Mr. Evans’ address on social security and other major 
papers delivered at the 18th Annual National Meeting of the 
Controllers Institute of America, held in San Francisco, Sep- 
tember 25-28, will be made available in a series of special 
pamphlets to be released as soon as possible. 

A previous pamphlet published by the Institute, entitled 
“Social Security Thinking Today,”’ contained papers by Mr. 
Evans and other speakers at the Midwestern Controllers 


Conference. 
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discussion of the merits or demerits of 
the proposals. 


Old age and survivors insurance 

The old age and survivors insurance 
provisions presently provide coverage for 
workers engaged in gainful occupations 
but exclude government and railroad em- 
ployes, casual labor, domestic service 
workers, agricultural labor, and employes 
of charitable, educational, and religious 
institutions. The number of employes now 
covered in the nation is roughly three 
persons out of every five, or 60% of our 
total employed population. 

The maximum amount of family bene- 
fits payable under the present old age and 
survivors insurance law is $85 per month 
or 80% of the average monthly wage, 
whichever is less. The primary benefit 
formula is as follows: 40% of the first 
$50 average monthly wage, plus 10% of 
average monthly wages in excess of $50, 
plus 1% per year of coverage ($200 min- 
imum annual wage to qualify and maxi- 
mum taxable and covered wage of $3,000 
of earnings of individual). The average 
monthly wage briefly is total wages in 
covered employment since January 1, 
1936, measured by the lapsed months be- 
tween said date and date of retirement. 

The retirement age is 65 years. The 
wife receives 50% of the primary benefit, 
but in case of death of the primary bene- 
ficiary, the widow receives 34 of primary 
benefit and each child receives 1 of the 
primary benefit. The minimum amount 
payable to those qualifying is $10 per 
month. 

The administration's proposed plan 
would cover all gainfully employed 
workers including agricultural, domestic, 
public employes, members of the armed 
forces, employes of non-profit, religious, 
charitable, and educational organizations, 
the self-employed including farmers and 
small business men, but would exclude 
railroad and civil service employes. 

The maximum benefits ties the new 
plan would be increased to $150 per 
month or 80% of the highest five years 
average monthly wages, whichever is less, 
with a minimum of $25 monthly for 
those who qualify. The primary benefit 
formula is: 50% of the first $75 average 
monthly wage for the employe’s best five- 
year period plus 15% of the excess of 
$75 average monthly wage, plus 1% per 
year of service—absence from coverage 
to affect benefits proportionately, the pres- 
ent $3,000 per year limited taxable and 
covered wages on an individual to be in- 
creased to $4,800 or $400 maximum aver- 
age monthly wage for the purpose of cal- 
culating primary benefits. 

A comparison of the primary benefits 
payable under the present and ats 0 
formula would give us a very good idea 
of the extent of liberalization. I shall 
compare the maximum of each plan and 
also compare the benefits derived on the 
basis of the $200 average monthly wage: 


anna LA LORE TB 





Present 


Maximum average monthly wage $250 


50 @ 40% 


200 @ 10% 


13% 
Primary benetit 
(Individual) 
Wife 


Monthly benefit 


Maximum average monthly wage $200 


50 @ 40% 


150 @ 10% 


13% 


Primary benetit 
(individual) 
Wife 


Monthly benefit 


The employe’s contributions, made at 
the current tax rate, on the $250 for 13 
years would be $390, or $780 contribu- 
tions from both employer and employe, 
to qualify for $67.80 monthly benefits 
for husband and ..ife for life. 

On the same basis, the tax on the $400 
average monthly wage would amount to 
$520 paid by employe, or $1,040 paid by 
both employe and employer, for which 
the retired employe and wife would re- 
ceive $146.19 monthly. 

In the case of an individual retiring 
today who had an average monthly wage 
of $200, the taxes collected for 13 years 
since the Social Security Act went into 
effect-—-would be $312 paid by employe, 
or total of $624, for which he would 
receive monthly benefits of $59.33 for 
life, and under the proposed plan at the 
same rate of taxation the benefits would 
be $95.34 per month for husband and 
wife for life after 65 years of age. 


Ir is quite obvious that the tax burden 
is not geared to the liberal benefits. In 
reviewing the years during which bene- 
fits have been paid, we note that a tremen- 
dous liability has been built up, and is 
still being built up. Eventually it will 
have to be provided for by periodic in- 
creases of payroll taxes or by deficit fi- 
nancing from, general funds or special 
taxes. 

The administration, however, has _rec- 
ommended that the present contribution 
rates be supplemented by appropriation 
from general revenue or special taxes. 

The original law, enacted in 1935, 
scheduled contribution rates payable by 
employers and employes (payroll taxes) 
for the financing of the old age and sur- 
vivors insurance program as follows: 1% 
each for employer and employe applied 
to the first $3,000 of annual wages of each 
individual employe for the years 1937- 


Proposed 
$400 
75 @ 50% 


20.00 37.50 


20.00 325 @ 15% 48.75 
86.25 


11.21 


40.00 
5.20 


13% 


Primary benefit 
(Individual) 
Wife 


45.20 97.46 


48.73 


22.60 


$67.80 Monthly benetit 146.19 


$200 
20.00 75 @ 50% 


15.00 125 @ 15% 


56.25 
7.31 


35.00 
4.55 13% 
Primary benefit 
(individual) 
Wife 


39.55 63.56 


19.78 31.78 


$59.33 Monthly benefit $95.34 


38-39; 114% each for the years 1940-41- 
12; 2% each for the years 1943-44-45; 
21, each for the years 1946-47-48; and 
3% each thereafter, or a total of 6% 
from both employe and employer. 

This schedule was amended several 
times during the interim, with the result 
that a payroll tax of 1% each for em- 
ployer and employe has been maintained 
through 1949. On January 1, 1950 the 
rates will be increased to 114% payable 
each by employer and employe for 1950- 
51 and 2% each, or a total of 4%, begin- 
ning with January 1952 and thereafter, 
applied to the first $3,000 annual wages 
of each individual employe. 

The bill being proposed by the admin- 
istration provides a rate of 114% each 
by employer and employe beginning July 
1, 1949 and 2% for 1950 and thereafter, 
or total combined payroll tax of 4% ap- 
plied to $4,800 of annual wages with no 
provisions for further increases in this 
respect. 

The Federal Security Agency has pre- 
pared and published long range cost esti- 
mates based on the main features of ad- 
ministration bill H.R. 2893 introduced by 
Chairman Doughton on February 21, 
1949. Those estimates are predicted on 
the main features of the bill which in- 
clude extension of coverage to maximum 
annual wage base of $4.800, average 
monthly wage determined over the five 
highest consecutive years of coverage (in- 
crement years), and monthly primary 
benefits based on the formula previously 
mentioned— minimum monthly benefit of 
$25, maximum $150 or 80% of wage, 
and approximately the equivalent increases 
for beneficiaries, maximum extended dis 
ability benefits, formulas previously out 
lined, and other factors. 

In determining the estimated taxable 
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payrolls, it was assumed that low cost esti- 
mates based on high employment assump- 
tions would show an increase of annual 
taxable payroll of $145 billion in 1960 
to $187 billion in the year 2000, whereas 
a high cost estimate also based on high 
employment assumption would have ex- 
pectancy of taxable payroll of $146 bil- 
lion in 1960 and in the year 2000 $166 
billion. The “high cost estimate” is 
1.92% of payroll in 1960 to 12.4% of 
payroll at the end of 50 years. 


Ir is reasonable to assume that during 
the period of 50 years employment will 
fluctuate. The fluctuations at times may be 
quite drastic and result in marked reduc- 
tions in tax yield, and it is logical to as- 
sume that during a period of unemploy- 
ment there will be wholesale retirements 
of aged persons from the labor market 
which would have an increasing effect on 
the benefit cost. This factor could have a 
very disturbing effect upon the estimates, 
depending upon the severity and the fre- 
quency of the fluctuations. 

Another aspect of the cost exists in the 
extreme liberal qualifications for eligibil- 
ity for benefits. An individual may qualify 
for primary benefits having quarterly 
wages as low as $50 as previously out- 
lined; widows and children may receive 
benefits if the deceased were in covered 
employment and had earned taxable 
wages as low as $50 in a calendar quarter, 
in any six of the 13 quarterly periods end- 
ing with death. In the latter case the ac- 
tual tax paid by the deceased beneficiary 
in qualification for benefit might be only 
$3, and in the first case the tax paid 
would be about $13. 

These qualifications are being further 
liberalized, increasing the number of mar- 
ginal cases which would qualify for mini- 
mum benefits. 

The tendency to deviate from the basic 
conception of a purchase protection is be- 
coming more and more apparent, and the 
insurance feature is gradually disappear- 
ing 

Extended disability 

Extended or permanent disability costs 
included in the program are estimated at 
79% of taxable payroll in 1960 and 
1.18% at the end of 50 years. In view of 
the difficulties that old line insurance com- 
panies experienced in the past in an at- 
tempt to establish coverage for this type 
of risk, the estimates seem extremely 
Optimistic p 

In general the bill provides the same 
benefits for disabilities occurring before 
age 65 as does the old age and survivors 
insurance bill for retirement after age 65. 

In view of the foregoing, it would be 
reasonably safe to assume that the payroll 

ost for old age and survivors insurance 
would reach a minimum of 14Qp. 
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Temporary disability 

The administration bill would also 
establish a system of cash sickness bene- 
fits designed to insure against loss of 
earnings during short periods (less than 
six months) of sickness or disability. The 
proposed bill contains most of the fea- 
tures of, and is closely patterned after, 
the Rhode Island law. Benefits would be 
payable for a maximum of 26 weeks in 
any one year, and the amount of benefit is 
approximately 1 of the average week's 
salary, limited to a maximum of $45 per 
weck, including three or more dependents. 


It 7 imated at the cost of this 
AS 


Health insurance 

One of the major parts of the proposed 
social security bill is the national compul- 
sory health program commonly referred 
to by the administration as prepaid per- 
sonal health insurance. Benefits proposed 
under this bill would include virtually 
every medical, dental, or hospital expense 
incurred by the average American family. 

The administration estimates that the 
initial cost of its health program will 
amount to roughly $9 billion a year. If 
the entire plan, as recommended, is 
adopted, the annual cost will increase 
year by year as benefits are broadened and 
extended. The initial cost estimate is 
based on current health expenditures. 
Federal, state, and local governments are 
spending approximately $2 billion a year, 
private persons and institutions are spend- 
ing $7 billion. Under the proposal this 
situation would be completely reversed 
with the government making the larger 
expenditure. 

The plan calls for equal sharing of the 
tax by the employer and the employe. 
Covered workers eligible for benefits 
would have the right to select their own 
doctor, hospital, etc., and the cost would 
then be paid out of the government's 
health fund. 

In an apparent attempt to avoid refer- 
ral to the House Ways and Means Com- 
mittee, none of the health bills introduced 
in Congress to date specify a tax rate. 
They do, however, specify $4,800 wage 
base, and administration spokesmen have 
indicated that the following rates would 
be required to put the plan into opera- 
tion 

Jan. 1, 1950 
July 1, 19 1% 

The administration has admitted that a 
#% rate might be required by July 1, 
2 and experts outside the administra- 
tion foresee a minimum rate of 6% by 
1960 


195. 


Unemployment insurance 
The recommendations of the adminis- 
tration for changes in the unemployment 
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insurance program have not as yet been 
presented, but it is anticipated that at- 
tempts will be made to federalize the un- 
employment insurance system and to add 
to existing provisions requirements for 
joint contributions of employer and em- 
ploye. The usual attempts to establish 
uniform benefit rates, uniform coverage 
and eligibility requirements, and a provi- 
sion for dependents allowance are ex- 
pected. However, it is problematical 
whether attempts in this direction will be 
successful. 

Future employment insurance tax rates 
are rather unpredictable. We have just 
passed through an abnormal inflated pay- 
roll period and are now experiencing a 
steady increase in unemployment and the 
resultant increase in benefits. It is quite 
likely that the cost of unemployment in- 
surance will show an increase in the fu- 








“You're slowing up, Timmons. Frankly 
we've been rather toying with the idea of 
replacing you with a younger man” 


ture when compared with the war years 

and it is estimated that the average cost 

will reach, or slightly exceed, 29. 
Public assistance 

In the early history of public assistance 
the President's committee, in recommend- 
ing grants for old age assistance, stipu 
lated or suggested certain conditions that 
states would be required to meet 

These recommendations were largely 
disregarded, the matter of eligibility and 
benefit payments being left to the state's 
determination. 

The 1939 act provided grants ' for the 
purpose of enabling each state to furnish 
financial assistance, so far as practicable 
under the conditions in such state, to 
aged needy individuals, taking into con- 
sideration any other income and resources 
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of an individual claiming old age assist- 
ance benefits.” The question of property 
ownership in granting benefits and liens 
thereon was left entirely to the discretion 
of the states. 

The said act increased the maximum 
matching grants to $20 per month to in- 
dividual recipients or half the cost up to 
$40 per month to a recipient. This was 
formerly $15 or half the cost of maximum 
of $30. 

The 1946 amendment adopted a vari- 
able grant, effective October 1, 1946 
which committed the federal government 
to absorb 2/3 of the first $15 of average 
assistance payments plus 1 of the excess 
thereof, limiting the payments to any one 
individual to $45 per month. 

In 1948 by Senate amendment to a 
bill relating to old age and survivors in- 
surance the ceiling was further raised to 
$50 and the matching ratio increased to 
3, of the first $20 of average assistance 
payments effective October 1, 1948. 

The effect of these legislative changes 
upon the number of participants (recipi- 
ents benefited) is reflected in the ex- 
penditures for old age assistance pay- 
ments in the following: 


Fe de ral 
Funds 
$174,100,000 
220,400,000 
355,000,000 
539,101,000 


Total Expenditures 
Federal and State 
360,250,000 
474,100,000 
806,350,000 

1,094,000,000* 


Year 
1938 $ 
1940 
1946 
1948 
Average Payments 
(June) 
19.43 
19.92 
31.48 
38.18% 


Recipients 
(June) 
$1,660,000 
1,970,000 
2,110,000 
2,368,000* 


Ye ar 
1938 
1940 
1946 
1948 


* Historical peak 


Estimated federal grants for fiscal year 
ended June 30, 1949 are $735.5 million 
compared with peak in 1948 of $539.1 
million and $174.1 million in 1938. In 
addition federal expenditures for aid to 
the blind amounted to $33 million in 
1948 and $352 million in aid to depend- 
ent children. 

The latest proposal by the administra- 
tion would establish grants varying from 
i0 to 75% of the states’ public assistance 
expenditures, determinable upon the 
states’ per capita income with the per 
capita income of the United States, the 
same formula to be applied to all public 
assistance payments to the needy, includ- 
ing benefits paid to needy persons under 
general assistance and welfare programs. 

It is difficult to estimate the probable 
costs of these categories with any degree 


of accuracy because of the influences of 
recession and/or prolonged unemploy- 
ment periods which will have material 
effect by reason of unemployment insur- 
ance benefits becoming exhausted and the 


(Continued on Page 492) 
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Could yet use him in your office ? 


This deep sea diver has a cool head and sure ability — but 
his talents would be wasted in your office. 

However, other skills are useful when you're in deep 
water with office figure work — especially the skill of the 
Comptometer operator. 

As you probably know, the Comptometer Adding- 
Calculating Machine is surprisingly easy to operate. Any- 
one, with a few minutes’ instruction, can add, subtract, 
multiply and divide with it. But under the hands of a 


verdant eet BENS 


the Comptometer, this money-saving method 


professional operator, such work vanishes with magic 
swiftness. 

At Company schools throughout the world, men and 
women are receiving training as specialists in a field vital 
to your business. ‘Their skill, teamed with the Compt- 
ometer, gives amazing ...and measurable . . . results. Your 
nearest Comptometer representative will gladly give you 
complete information. 


ComPTOMETER 


S PAT. OFF 


ADDING-CALCULATING MACHINES 
Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold exclu 
sively by its Comptometer Division, 1734 N. Paulina St., Chicago 22, Il 
e Jo cut office overhead, we recommend our Peg-Board Plan, Used with 
J (wrth dozens of accounting uses) 


makes original postings yield final result 








Simplifying Management Reports 


by W. A. Neumann, qr 


ANAGEMENT REPORTS is a_ subject 
M which has traditionally been con- 
sidered an internal problem for each in- 
dividual company. As a result there has 
been very little exchange of information 
between industrial organizations. In the 
last two or three years a great deal of fine 
work has been done on the subjects of 
Reports for Stockholders’ and “Reports 
for Employes’’—including the very ex- 
cellent “What People Want to Know 
About Your Company’ issued by the 
Controllership Foundation—but too little, 
if any, public attention has been given to 
the subject, “Reports to Management.” 
Yet there is so much that industrial ac- 
countants can do to help each other. 

A very interesting opportunity was 
presented recently to review in detail the 
internal management reports of such well 
known companies as American Locomo- 
tive, Blaw-Knox, Cooper-Bessemer, EI- 
liott, Falk, Link-Belt, United Engineering 
& Foundry and several others and to com- 
pare them with the report practices of 
the De Laval Steam Turbine Company. 
The unusual variations and differences in 
ipproach, which were so evident, clearly 
indicate that there is a real value to in- 
dustrial accountants in exchanging ideas, 
borrowing from each other, and improv 
ing the technique of telling management 
where they have been, what happened, 
why it happened, and where they are 
voing 

The 1949 


Eastern Conference of the 


Controllers Institute held at Boston set 
the keynote for today’s conditions with 
the statement: “There probably never was 
a time when the determination of cor- 
porate policy was more dependent on the 
factual information which controllers are 
responsible for producing.”’ Certainly the 
manner in which that factual information 
is presented will be one of the major 
factors in determining how well it will 
be used in shaping corporate policy. 

These management reports are the con- 
troller’s responsibility—and a problem 
which he faces not less than twelve times 
a year. To do that job he must be able 
to put himself in the position of the op- 
erating executive and determine what in- 
formation is required and in what form 
it will be most usable. This requires a 
mental facility which is very important, 
for a good accountant must be able to 
think in terms of people who are not 
accountants. 

He must serve his management by 
being close enough to them to understand 
their interests, to determine the informa- 
tion they need, and to match their thought 
processes with the proper method of pre- 
senting factual information on current 
operations. At all times he must be con- 
siderate of their other responsibilities and 
the limitations of the working day by 
providing them with a maximum amount 
of information in a minimum of figures. 

Close study of the internal manage- 
ment reports of any company indicates 


W. A. NEUMANN, JR., whose address to the Eastern 
Controllers Conference is digested here, is Controller of 
De Laval Steam Turbine Company, Trenton, N. J. Mr. 
Neumann joined the company as Assistant Controller in 
1947 after previously serving with Westinghouse Electric 
Corporation 1937-46 (with time out for army service during 
World War Il). Graduate of the University of Michigan, Mr. 
Neumann is a member of the Controllers Institute of Amer- 
ica, the National Association of Cost Acountants, Machinery 
and Allied Products Institute, and Navy Industrial Association. 


THE CONTROLLER 


. OCTOBER, 1949 





468 


How one company uses trend form 
to improve financial statements 


that all follow the same general pat- 
tern. Operating information is reported 
monthly, generally on the tenth to 
twelfth working day of the succeeding 
month. That date is, of course, bettered 
in many companies—and in many ways 
but in general it seems that the value of 
an earlier report must be weighed against 
the added cost which is usually involved. 
And yet it is amazing how many com- 
panies still do not supply management 
with operating information even that 
soon in the following month. 

It is also evident that in many com- 
panies the controller briefly analyzes the 
pertinent parts of the month's operations 
for management and accompanies the 
formal report with his own narrative com- 
ments. 


Aiso, where the nature of the report 
or products requires some time for the 
preparation of the detailed information 
statements, use is frequently made of 
“flash reports” which are released some 
two or more working days in advance of 
the regular reports. Generally such re 
ports serve only as a preliminary notation 
of key figures on sales and profits, but in 
some cases where the delay will be rather 
prolonged before the formal report 1s 
submitted, then the “flash report’’ is ex- 
panded and really becomes a detailed 
one-page summary on the month’s opera- 
tions. 

Preparation of narrative comments by 
the controller is a practice which is very 
extensively followed. Discussions with 
various controllers of the manner in 
which they prepare their individual com- 
ments indicate that they are varied in 
form and approach between companies 
and even from month to month within 
the same company. The effort is obvi- 
ously to break up the stereotyped pattern 
into which periodic reports tend to fall 
and to make the report more pertinent 
and interesting to the management. Even 
in those companies which follow the 
policy of holding a monthly executive 
meeting to review the previous month's 
operations and lay plans for current op- 
erations, it still seems desirable and time- 
saving for the controller to do his analy- 
sis and put his comments in writing in 
advance of that meeting. 

In the preparation of such comments 








experience has proven that it is very con- 
fusing to quote figures which do not ap- 
pear in the statements being discussed, or 
to quote a whole series of comparisons 
without their also being tabulated right 
in the narrative where it is easy to grasp 
their significance, regardless of the fact 
that the figures individually may appear 
in the supporting statements. 

And then it is quite obvious that in 
those companies where the controller is 
truly a member of the management, he 
does not hesitate to call attention to what 
he considers unsatisfactory conditions. 
Nor does he hesitate to supply to the 
executives his interpretation of the signifi- 
cant trends being reflected in the month- 
by-month operating figures. 

It is to the monthly report itself, how- 
ever, that the greatest attention must be 
directed, and evidence seems to indicate 
this the field in which the least progress 
has been made. Here is presented the 
complete month's operating results, and 
the picture can either be clear and sharp 
or completely out of focus to the execu- 
tive, dependent upon the manner in which 
it is handled. 

Now, obviously not all information 
merits monthly presentation, and the fre- 
quency of some minor reports, or those 
which receive less frequent attention by 
management, must be extended intention- 
ally to bi-monthly or quarterly. Everyone 
agrees that management is too often over- 
loaded with a mass of non-digestible fig- 
ures, and yet it is amazing how confusing 
some of us continue to make our presenta- 
tions. 

We know that thinking 1s funda- 
mentally an orderly process and that confu- 
sion will be detrimental to an understand- 
ing of the information shown. Reports 
should therefore be so designed that 
they will aid management in a progres- 
sive, constructive development of a mental 
picture of what has transpired and what 
is pending. That will be hard to do if, 
physically, the reports are not presented 
in an orderly way, and if an appreciation 
of the current month's operations can only 
be secured by clumsily spreading out the 
previous month's reports in order to try 
to find some basis for a mental evaluation 
of how the company’s operations are de- 
veloping. 


No doubt each individual who reads 
these comments knows of changes and 
improvements which can be made in his 
own corporate reports, yet he knows that 
unless the gain is great enough any 
change will be resisted by management 
because it destroys the continuity of com- 
parison between months and years of 
operation. As a result, it is unfortunately 
true that changes in basic report makeup 
and content too often occur only when 
there is a change in the company’s manage- 
ment. 


ea ro re lo A IN ERM IT NS 


Yet it is possible to make a very con- 
structive improvement in the form of 
any company’s managment reports with- 
out in any way upsetting long-term com- 
parisons of basic information. 

The “simplified trend” form of man- 
agement report as used by De Laval Steam 
Turbine Company is just such an im- 
provement. It represents a simplification 
of statistical presented in 
trend form so that significant changes in 
basic operations immediately become ap- 
} And they become apparent in a 
manner which permits an immediate 
evaluation of the degree of change, the 
length of time in which it has been de- 
veloping, and the desirability for taking 
action on the item. 

The very favorable reception which this 
new method of presenting management 
reports has received stems from the fact 
that the first consideration in its creation 
was the obligation of putting operating 
and financial information into manage- 
ment’s hands in a form sufficiently con 
densed to be comprehendible and yet suf 
ficiently intelligible to be understood by 
men not trained in accounting analysis. 
To do this it was necessary to evaluate the 
idea both from the accounting viewpoint 
and from the management viewpoint. 

From an accounting standpoint the 
statements were designed to conform with 


mnformation, 


parent. 


accepted accounting presentation and to 
give a continuity of expression between 
statements in the very much condensed 
form of thousands of dollars. They were 
also designed with flexibility for changes 
without any distortion of the basic make- 
up of statements or the basic comparisons 
which would be drawn. Obviously it was 
also desirable that they lend themselves 
to preparation and distribution in a mini- 
mum of time and at a reasonable cost. 


From the management viewpoint it 
was felt that the statements must permit 
ease of reading and ease of comprehen- 
sion, while at the same time avoiding 
presentation of any information which 
was of no particular significance to the 
management. They also had to provide a 
basis for orderly thinking and constructive 
analysis, which meant, in part, the elimi- 
nation of bulk and confusion of papers 
and the use of color, wherever possible, 
to distinguish debit from credit figures 
and profits from losses. 

Of course, if management is to evaluate 
properly the information presented then 
it is fundamental that proper comparisons 
be made so that significant changes month 
by month will be obvious and seasonal 
characteristics of the business, if any, will 
be recognizable. In addition, it was found 


Internal Funds Major Capital Source 


Reduction of corporation profits through increased taxes 


on corporate income, as recommended by President Tru- 
man in his recent State of the Union message, is certain to 
result in curtailment of demand for capital goods, the Ma- 
chinery and Allied Products Institute declared in a recent 
bulletin. A major reason cited for this conclusion is that 
increasingly dependent upon 


corporations have become 


plowed-back earnings to provide funds for replacement and 
addition of capital equipment. It said that in 1948 two- 
thirds of total requirements for plant and equipment work- 


ing capital came from internal funds 

In a tabulation of sources and uses of corporate capital 
funds, the M.A.P.I. bulletin shows that $22.1 billion was 
used for capital purposes in 1948. Of this only $5.9 billion 


came from outside funds 


$1.1 billion from stocks and $4.8 


billion from bonds. In contrast $14.1 billion came from in- 


ternal funds 


$9.2 billion from retained profits and $4.9 bil- 


lion from depreciation costs recovered in earnings. 
Warning that “profits are being seriously overstated be- 
cause of inadequate provisions for depreciation simply in 


dollars of original cost, rather than in terms of economic 


value or replacement cost at inflated present prices,” the 


bulletin advised that “this is a matter of such vital concern 
to industry that it appears important for companies to tell 


the facts in their annual reports.” 
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desirable to separate all dollar informa- 
percentage 
tion so that the development of trends 
month by month could be individually 


EXHIBIT 1 
SCHEDULE A 
BALANCE SHEET 
ASSETS 
(Exvpre d $1,.000's) 

1948 1949 

Dec. 31 Jan.31 Feb. ?8 Mar.31 Apr.30 May 31 June 30 

s Ss Ss $ Ss $ S$ 


And finally, since the ultimate aim is 
to get the financial reports read, there had 
to be simplicity of use so that the figures 
would be understood and believed. Cap- 
tions had to fit internal identification and 


informa- 


compared without any confusion — be- 
tween the two forms of presenting in- management thinking. There had to be a 
formatior continuity in makeup and sequence of 
EXHIBIT 2 
SCHEDULE B 
bel Steam Tt Com 
I N.] 
CONDENSED STATEMENT OF INCOMI 
(Expressed in $1,000 
Year 
1948 1949 To Date 
Ave. Me J Feb. Ma Apr. May June 1949 
Net Sa $ $ $ $ $ $ § $ 
( Sa is BR 
G Pe 
S Gen. & A 1. Ex (Sch. B-2) 
Oper / 
Other Inc 
Interest 
R tics 
Depreciiti \ 
Sales of | A 
Net l (Bet Fed. Taxes) 
P r for F I Tax 
\ 
§ f Net S 
Cost of S 
Net Oy ting | 
Sa G &A I 


Seats OCTOBER, 1949 












information which would be consistently 
observed. Supporting schedules, which 
further detailed any summary informa- 
tion, had to be easily identifiable so that 
each management member could run 
down his own leads without having to 
refer back to the accounting department. 
And it was felt desirable, if possible, to 
eliminate requests for translation of in- 
formation into graphic charts since that 
would involve additional time and since 
very rigid limitations exist on the amount 
of information which can be placed on 
any one chart and still be understandable. 

The “simplified trend” type of state- 
ment has accomplished that objective for 
the De Laval management—and appears 
most practical for any group of manage- 
ment men who are schooled in accounting 
and financial operations from the prac- 
tical side, who want pertinent and valu- 
able information, and who can and will 
take corrective measures where they are 
indicated, but men who in general are all 
utterly impatient of too much accounting 
theory and too stylized reports by ac- 
countants for accountants. 


Exnisir 1 illustrates such a simplified 
trend form of statement and represents 
the asset side of a regular monthly bal- 
ance sheet. Notice in the upper right 
hand corner the simplified form of ex- 
pression—everything in thousands of dol- 
lars. This is consistently done through- 
out the financial statements of the De 
Laval Steam Turbine Company. It dis- 
penses with values which are not signifi- 
cant and it permits the development of 
trend information for at least a six-month 
period on a single 814” x 11” size form 
which fits any standard notebook, file, or 
desk drawer, without special handling. 

Notice under Current Assets that fol- 
lowing Inventories is a cross-reference to 
Schedule A-1, where the monthly total 1s 
analyzed in greater detail. This conforms 
with the practice of having all supporting 
schedules cross-referenced from the key 
statements so that anyone can easily run 
down a lead where more detailed infor- 
mation is desired. 

Attention is called to the fact 
that all such statements are prepared in 
hectograph without the use of any pre- 
printed forms. Each statement is prepared 
on a hectograph master and each month 
a new column of figures is simply added 
to the original master and a new report 
run off. This renders obsolete all previous 
reports because 1 contains the full story 
on every month for the year to date. Pre- 
vious months’ reports are simply de- 
stroyed, and only June and December 
need to be retained to have a complete 
story on the full year’s operations. 

This flexibility of hectograph prepara- 
tion is extremely fast and has the added 
advantage that, if necessary, a change can 
be made or a new account added by retyp- 
ing the master, and the next issue will 


also 

















automatically supersede all previous issues 
for the six-month period and thereby 
avoid any confusion in the use of com- 
parative information. 

Exhibit 2 is the key income statement 
of the monthly report. Notice again in 
the upper right hand corner the consistent 
expression of everything in thousands of 
dollars. And notice that again provision 
is made for developing trend information 
month by month for a minimum of half 
a year. 

But notice the difference in compara- 
tive informacion. In evaluating income 
statements, and also expense statements, 
members of management naturally think 
in terms of how the current month com- 
pares with prior months and with the 
prior year. They know full well whether 
the previous results were or were not sat- 
isfactory, and whether they want to main- 
tain current operations above, below, or 
on the same level as that previous experi- 
ence. So on this form of simplified trend 
statement they are given that prior ex- 
perience in terms of the average month 
of the previous year plus all prior months 
of the current year. Because this experi- 
ence is expressed in simple form, and 
trends are readily recognized, the state- 
ment fully serves its purpose. 


Notice also that on the right hand 
side is shown a summary of operations 
for the year to date. This is information 
which management always wants readily 
available. Note too that in the field of 
operations where ratios take on real sig- 
nificance they are presented separately, in 
trend form, and are as quickly and easily 
compared and understood as are any of 
the dollar figures. By pulling such % 
statistics Out separately at the bottom of 
the report, rather than inter-mixing them 
with the $ information, they can be easily 
evaluated and any changes from month to 
month will be readily apparent. 

Here again, as on the balance sheet, use 
is made of hectograph masters so that 
maximum flexibility is available and state- 
ments can be prepared and distributed in 
the minimum amount of time. Also, as 
in the previous exhibit, each month's 
statement supersedes the previous month’s, 
and only the June and December issues 
need to be retained to have a detailed 
story for the full twelve months’ opera- 
tions without any confusion of voluminous 
and unwieldy reports. 

Exhibit 3 also shows the application of 
the simplified trend idea, this time to an 
inventory analysis. To illustrate better the 
practical character of such a_ report, 
sample figures have been inserted to rep- 
resent the first four months of the year’s 
operation. This incidentally is the sup- 
porting schedule which was cross-refer 
enced from the caption Inventories on the 
balance sheet statement. 

Look across any line. See how quickly 
and easily a comparison can be made be- 


EXHIBIT 3 
SCHEDULE A-1 


INVENTORIES ANALYSIS 


De Laval Steam Turbine Company 
Trenton, N.] 


1948 1949 

Dec. 31 Jan. 31 

Finished Parts $1368 $1368 
W ork in Proce 

Product in process: 
Material 

Labor 
Burden 1 


3976 
1 036 
456 


6 468 

Product Patterns, etc 538 
$7 006 
Shop Supplies $ 23 
Rough Material 

Non Ferrous Metal 

Composition Castings 

Iron Castings 

Steel Castings 

Steel Forgings, Weldments, et¢ 46 
Brass & Bronze Bars 8 
Iron & Steel Bars 262 
Boxing Lumber 26 
Pattern Lumber 24 
Purchased Material (Finished) 162 
Purchased Apparatus 1 
Pig Iron 28 24 
De Laval Scrap (Foundry) 8 
Purchased Scrap (Foundry) 14 44 


$1112 $1098 


$9486 $9472 


Total Inventory 


tween different months. Notice the up- 
ward trend of Finished Parts investment 
and notice the ease with which figures can 
be compared which would normally be 
written as $1,368,542.93 (Jan.), $1,426,- 
357.76 (Feb.), $1,414,997.63 (Mar.), 
etc. Yet no value of any significance has 
been lost to management. 

Where desirable it is obviously easy 
to carry these figures to one decimal place 
(..c., 0.6) without destroying speed and 
ease of comparison. This permits the re- 
porting of values in the range of $100 
through $900 and may be found desirable 
on some more detailed expense analysis 
statements. If done at all within a single 
set of statements, it should be done 
throughout the summary statement and 
its supporting schedules. But since the ex- 
pression is still in thousands of dollars 
the reader does not have to reorient his 
thinking and no confusion of thought 
will result. 

These three exhibits sufficiently illus- 
trate the simplified trend form of financial 
and operating statement as used by De La- 
val. This same technique has been em- 
ployed throughout the preparation of re- 
ports to management, including even the 
very detailed analysis of ‘sales volume 
and “‘profits” in terms of bookings, back- 
log, deliveries, and profit characteristics. 
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(Expressed in $1,000's) 


Mar. 31 Apr. 30 


Feb. 28 
$ i114 $1 484 


$1 426 $1 


3778 
970 
1 344 
6 092 
542 


» 634 
38 


66 70 


$1 160 $1 210 


$9458 $9614 $9592 


Some of the more voluminous sales re- 
ports are actually prepared by tabulating 
machines directly on to hectograph mas- 
ters. The machines are, of course, wired 
to collect and prove all figures in exact 
detail but the printing of pennies, and 
even hundreds of dollars, can be elimi- 
nated from the reports. 

In fact, experience has proven that 
from a practical standpoint pennies 
should always be omitted from any te- 
ports prepared directly on tabulating 
equipment. Otherwise, resulting reports 
are too difficult and confusing to expect 
even the sales manager to study for sig- 
nificant developments. Nothing, of course, 
is lost by this practice of never showing 
pennies on a management report, since 
it's impossible to attach any significance 
to a figure of 99 cents or less. 

Obviously the whole background for 
the simplified trend idea of management 
reporting is a frank recognition of the 
fact that no accountant should ever pre- 
sume an ability to fully interpret manage- 
ment reports to management personnel. 
They are in that position because of 
their ability to evaluate facts and plan a 
future. They should therefore be given 
those facts in the simplest, most usuable, 
and most comprehendible form which can 
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Capacity Can Be Dece 


By John-Grederic Lohman 


N°. MERE quantitative census of past 
volume, no mere addition of total 
machine or man hours available or the 
standard units produced within those 
hours is wholly reliable as a control 
measure of cither economic capacity or 
economic productivity 

[t is not so much a matter of how 
great a quantity of goods can be pro- 
duced as it is more basically a matter of 
how great a quantity veed be produced 
in quality at the most reasonable cost. 
The purely quantitative measures of pro- 
duction are one-dimensional because the 
concept of production is more properly 
economic than physical and therefore 
should be framed in reference to rela- 
tive costs and social needs 

There is a ditference between the eco- 
nomic and the technical capacity of our 
industrial system as a whole, inasmuch 
as that production volume which ts tech 
nically possible may not be economically 
desirable or even possible. It appears 
probable that the general lack of dis- 
tinction between the two approaches to 
capacity has been at least partially re 
sponsible for the overall inadequacy of 
equipment co-ordinating policies and 
for certain manufacturing 
cost phenomena which distort estab- 
lished standards 

A marginal or sub-marginal manufac- 
capable of producing a cer 
but this capacity may only 


consequent 


turer may be 


tain volum« 


have meaning during peak pe riods when 
costs to consumers are secondary to the 
consumers’ desire to acquire any possible 
material. The fact of the plant’s capacity 
decreases sharply in importance as con- 
sumer demands lessen until the plant 
must be pulled out of production en- 
tirely because of excessive production 
costs compared with the market price 
for such goods. Any recession in demand 
from maximal peak cancels the value of 
such marginal equipment until it finally 
exists as undismantled scrap so far as 
normal productive requirements are con 
cerned. 

Technologically and physically such 
capacity may continue to exist after 
work stoppage but the inclusion of that 
capacity in any census of normally and 
economically available cquipment ts 
largely untenable 

There are degrees of marginality in 
all equipment which ts off-peak in ef- 
fectiveness. The costliness of production 
per machine is self-limiting in effect. The 
older (or the less efficient) units will be 
blocked otf progressively in direct re 
lation to any deterioration of the cost 
price situation until only the etticient 
units are left in Operation And this ap 
plies to the marginal producing com- 
panics within any industrial ficld as well 
as to the marginal cquipment possessed 
by any single company within that in- 
dustry 


JOHN-FREDERIC LOHMAN is associated with the man- 
agement consulting firm of Hubbard, Dilley & Hamilton, 


Inc., New York, as a specialist in production and distribu- 


tion costs. Over the past 18 years Mr. Lohman’s contacts 


have been with both American and Canadian manufac- 


turers. He is presently spending most of his time in the 
southeastern part of the country. The paper he has written 
here is the first of a two-part article on capacity and vol- 


ume production 


THE CONTROLLER 


OCTOBER, 1949 





otive 


Is it a question of how much can 
be produced or how much need be? 


As commodity prices recede, the mar- 
ginal equipment also becomes regres- 
sively contingent in terms of overall 
trends. But it is not so commonly recog- 
nized that even a price advance, if ac- 
companied by an industry-wide increase 
in Output per hour, also has a negative 
effect upon the continuation of marginal 
equipment in the productive stream 

On the other hand, preliminary and 
supplementary processing, etc., may be 
so improved that the capacity of major 
equipment will be considerably raised. 
The newer coal-washing methods in the 
steel industry are a case in point for the 
same blast furnace which was previously 
operated at no more than 90% of ca- 
pacity can now be run at peak levels of 
100% due not to any physical change in 
or addition to the furnace itself but 
solely to the greater elimination of im- 
puritics from the coal body. Capacity 
been markedly 
simply through the better utilization of 
already existing and unchanged produc- 
tive facilities. 


here has increased 


Ti practice of setting up like ma- 
chines in common pools has its definite 
ctfect upon capacity. The layout may be 
somewhat justifiable for the lower pro- 
duction volumes, but it remains that the 
increased cost of backtracking work-in- 
process can render uneconomic and even 
prohibitive the scheduling of higher 
volumes. 

A re-design of plant from machine 
pools to process phase coordination is 
likely in itself to have beneficial results 
in increased capacity in a great many 
cases today. In all instances where lay- 
out leads to the better coordination of 
equipment, economic and technical ca- 
pacity is increased and unit costs are 
reduced. 

In these terms industrial capacity is a 
variable concept with a miscellany of 
factors accounting for increases and de- 
creases from any estimated plateau. And 
the further removed a manufacturer 1s 
from the continuous-process industries 
the more variable and therefore the 
more deceptive production output and 
production costs become when, as, and 





if referred to in terms of any given 
plant capacity. 

It is not sufficient to be content with 
any estimate of “normal” capacity where 
such has becn set up simply as a flat per- 
centage of some quantitative total of 
machine or man hour averages which 
disregard the qualitative and condi- 
tional inequalities basically implied in 
the continuum of the manufacturing 
process. 

Within 2 producing factory the fact 
of the variability of capacity and the 
flux of marginality through increasing 
obsolescerce must be recognized not 
just casually but in detail and with pre- 
cision. The dynamic shifting of eco- 
nomic productive capacity over the short 
as well as the long term has its sharply 
mirrorcd effects on the dollar profit and 
the dollar loss. It must be continuously 
and critically analysed for controllership 
and cost reduction purposes. 

It is not maintenance alone that will 
tend to anchor the effectiveness of the 
original equipment to economic produc- 
tion volume. There must be a clearly de- 
fined and constantly adhered to policy 
of machine analysis and replacement 


Ano although the action of such a 
program lies in the hands of the engi- 
neering departments, the monitoring of 
the program should be within the func- 
tion and the province of the controller's 
office inasmuch as an inadequate applica- 
tion of the policy can easily result in 
the depletion of asset value, in the grad- 
ual—perhaps almost imperceptible—in- 
creases in production costs, and in the 
upward deviations and underabsorbed 
variances from established standards as 
production volume is accelerated. 

In a very real sense capacity is a 
unique inventory containing within it- 
self its own dollar value at any given 
time but also containing all the future 
values of the commodities it is expected 
to produce. But these anticipated com- 
modity values are inclusive of an origi- 
nally estimated percentage of profit. 

Now, this area of profitability can be 
effected by at least four distinct ele- 
ments: (1) the price trends of the com- 
modities produced, (2) the efficient use 
of the producing facilities, (3) obsoles- 
cence, and (4) imvestment inertia. The 
action of any one of these elements or the 
interaction of the four predicates the eco- 
nomic Value of that capacity. And it is 
upon the economic value of a machine, 
not upon its dollar value, that the measure 
of true profit depends. 

The dlusory aspects of capacity and 
productivity can be highlighted by the 
following example. 

Two injection molding presses pro- 
duced an equivalent unit volume per 
hour. However, a closer examination of 
the situation revealed that production 


























CHART EL. 
INFLUENCE of LOWERED 
MACHINE RATINGS on 
Costs 
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on that level could only be sustained by 
one of the presses by the addition of 
constant maintenance, overtime repairs 
to both press and dies, etc., with the re- 
sult that although production volume 
was equal, the costs of production per 
unit per machine were not. It was also 
revealed that the absorption of mainte- 
nance changes, etc., by the two presses 
was cqualized by rating one press down 
to 70% of its maximum while the sec- 
ond press was most ethciently operated 
at a level of 85-90% of maximal load. 
The cost slopes exhibited in Chart I 
show that whereas up to 70% operating 
level the hourly machine charges for 
both presses follow the common line of 
MX, beyond that the hourly 
charges begin to skew apart with the 
increasing spread being shown by the 
lines MV-1 and MV-2 above point X 
Management was aware of the fact 
that the second press was being over- 
worked but they were also of the 
“opinion” that the absorption of given 
fixed costs by the greater volume would 
more than balance out any increase in 
the variable cost percentage. Here 
a blind faith in accepting the general 
truism that unit reduced in 
relation to increased volume. The gen- 
erality itself, however, does not by any 
means make such a result inevitable. 
The pressuring of a machine beyond 
its most efficient rating as established by 
engineering and operating costs analysis 
will inevitably tend to narrow the bene- 
fits of burden absorption. At some de- 
terminable point the fixed burden absorp- 
tion will not favorably counter-balance 
the cost torques which, through their 
increase, introduce the profit deteriora- 
tion of diminishing returns. 
The degree of the consequent balance 


level 


was 


costs are 
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125 Units per hour 
100% Press V-1| Percentage of 
143% Press V-2) Effective Load 


or non-balance is graphically accented 
by the slope of the skewed cost curve 
above the optimum effectiveness rating. 
In cases where the locus of the accele- 
rated curve is greater than 45° a second 
point of intersection with the sales line 
will ultimately be reached and at this 
point no profit whatever is derivable 
from the production of that specific 
machine 

Except in extraordinary cases, how- 
ever, this point of second intersection 
will lie considerably beyond the physical 
maximum of the machine but although 
it may exist merely as a projected ab- 
straction it will still continue to exert 
its regressive effects over all the inter- 


mediate areas. 


N. »w, it may be claimed that sufficient 
justification for the excessive utilization 
of productive facilities can be found in 
the fact that attained volume does repre- 
sent burden absorption which would 
otherwise have to be borne by a reduced 
quantity of product units. No particu- 
lar problem other than that of account- 
ing for accelerated depreciation, etc., 
would be likely to be introduced where 
all the equipment was relatively equiva- 
lent in capacity rating and where units 
costs therefore would be common for 
the total volume. 

But the situation is not the same 
where there is a disparity in the capacity 
volume in the ratings of machines be- 
cause the disparity itself will inject dis- 
tortions in costs between units produced 
on the various machines. 

Therefore it appears that theoretically 
in such cases some elements of differ- 
ential costings are implied. If this is the 
case, then the above justification is valid 
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in the event of machine disparities 7/ 
and only if the deviations from standard 
and the specific causes for the deviations 
are fully recognized and accounted for. 

In the medium-sized and smaller 
plants, where productive facilities have 
been acquired at various times to fit the 
general pattern of the shop with too 
little attention to actual coordination, 
growth potentials, and product changes, 
the lack of an engineered balance be- 
tween machines is common. What ts not 
so common is to find that management 
is sufficiently aware of the cost phenom- 
ena flowing from their equipment poli- 
cies. Therefore, in most cases where a 
state of non-balance is found, the prior 
justification cannot apply on the grounds 
that the weed for the justification itself 
is not identified. 

To a considerable degree many cost 
installations are rendered fallible in the 
initial determination of a burden base 
through the non-critical application of 
a ‘normal’ plant capacity as a percent- 
age derivative of some aggregate pro- 
duction volume. Perhaps ‘‘non-c ritical”’ 
is too sweeping a term but what is 
meant to be stressed is that in view of 
the physical condition of a surprisingly 
large portion of our industrial equip- 
ment the preliminary and detailed time- 
costing-rating analysis of even automatic 
machinery will have the effect of modi- 
fying production and cost standards. 

In other words, the point to be raised 
is not so much what percentage of vol- 
ume is to be prescribed as normal but 
rather how that volume should be es- 
tablished. Is it to be indexed by (1) pro- 
duction volume or by (2) the effective 
rating of the machine units (to the ex- 
tent, of course, that machine measure- 
ment applies)? Certain logical conse- 
quences of either position accrue which 
must be recognized before the quality 
of the measure of capacity or productiv- 
ity can be collated to the cost structure 


In the simplified example of the two 
injection presses, if the historical pro- 
duction volume of 125 units per hour 
per press (or 250 per hour for the two 
presses) is defined as “normal” capacity, 
a prime introduced 
through the fact that the volume per 
hour is essentially geared (and probably 
costed) to the level of the more efficient 
press despite the basic inequalities be- 
tween the The hidden 
and implied factor is that whereas 125 


inconsistency 1S 


two machines. 
units per hour on press V-1 ts paced to 
load, the same 
number of units per hour on press V-2 


an 85-90% operating 


require the forcing oi that machine to 


143% of its reduced and modified rat- 
ing of 70%. In other words, a shifting 
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and a mixture of non-equivalent bases 
within a single formula has been devel- 
oped. This alone is conducive to its own 
definite field of error. 

On the other hand, if the effectiveness 
rating is employed as “normal” capacity 
then the figure of “normal” productivity 
is cut from 250 to 212.5. A sustained 
volume of 250 units per hour must then 
be pegged as resulting from a 17.6% 
production increase over rated capacity. 

The resulting cost deviations are 
properly chargeable to the machine re- 
sponsible although in actual practice it 
perhaps would be more expedient to 
devise means of isolating these particu- 
lar cost increases as a specific variance 
component. This becomes doubly im- 
portant when it is realized that unit 
costs tend to increase as soon as produc- 
tive facilities are utilized to any point in 
excess of their technically rated capacity. 

What is the dollar and percentage 
difference to be found in various profit 
strata derived from the above volume situ- 
ations ? 


profits wherein marginal equipment ap- 
plies. 

But a lowered total production from 
whatever motive is not a social deside- 
ratum. Rather is the need and the oc- 
casion for it to be looked upon as a 
critical comment upon the circumstances 
which render the reduction both ex- 
pedient and necessary. It is pe 
of a weakness in the structure of produc- 
tion. 


Wuer: the physical condition of non- 
balance between machines is within a 
series of operations it may not be pos- 
sible to reduce the quantity passing 
through one given operation for the 
reason that such would impede both 
earlier and later operation scheduling. 

In actual fact, of course, a plant has 
no greater capacity than can be meas- 
ured at its worst bottle-neck with the re- 
sult that if one operation requires an 
extra shift to feed subsequent single- 
shift departments, then the total extra 


Case A: Volume of 125 Units per hour per press 


Hourly 
Sales Cost 
$50.00 $40.00 
50.00 44.00 


Press V-1 
Press V-2 


100.00 84.00 


Case B: 
Press V-1 
Press V-2 


$0.00 
35.00 


40.00 
29.00 


85.00 
Case € 


Press V-1 
Press V-2 


40.00 
40.00 


50.00 
$0.00 


100.00 80.00 


The differential in unit costs through- 
out the cases is accounted for by the 
usage percentage in excess of the effec 
tive rating coupled with a fairly low 
fixed cost ratio. Therefore it is not sur- 
prising that unit costs for Press V-2 are 
lower at its effective level. 

But beyond that lies even the more in- 
teresting aspect that despite reduced 
production and reduced sales volume, 
the two percentages of Gross Profit to 
Sales and to Costs generally are higher 
in Case B than the similar percentages in 
Case A. In other words, there need be 
scant financial reason, if any, for reach- 
ing for the higher volumes. On the 
other hand, and contrary to general 
courses of action, there can result fre- 
quently a higher turnover of working 
capital and a greater profitability through 
the reduction of production schedules at 
least within some prescribable area of 
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Unit 
Cost 
$0.320 

0.352 


0.336 


69.00 0.324 16.00 


0.320 
0.320 


0.320 


Gross 
Profit 
Per Hr 
$10.00 
6.00 


Ge Gross 
on Sales 
20.0% 
12.0% 


“co Gross 

on Cost 
25.0% 
13.6% 
19.4% 


16.00 16.0% 


Volume of 125 Units on V-1 & 87.5 units per hour on V-2 (70% Load for V-2) 
0.320 
0.332 


20.0% 


17.2% 


25.0% 


23.2° 


10.00 
6.00 


« 


23.9% 


18.8% 


: Volume of 125 units per hr if both presses are rated at level of V-1 


25.0% 
25.0% 


20.0% 
20.0% 


10.00 
10.00 


20.00 20.0% 25.0% 


hours at the bottle-neck will alter the 
capacity calculation by the percentage 
of those excess hours to the total 
straight time hours worked on all opera- 
tions. The necessity for increasing ma- 
chine hours by means of extra shifts 
does not have the same effects on either 
costs or capacity utilization as the addi- 
tion of machine units would have in 
order to balance operations within a 
common shift. 

The usual methods of allocating and 
applying burden in such unbalanced 
situations inevitably results in the over- 
absorption by some centers and the un- 
derabsorption by those centers wherein 
the extra costs are more or less hidden 
The costs invested in the units produced 
by the non-equivalent equipment will 
not follow the straight line of the pre- 
scribed standards. It is generally con- 
sidered that the refinement of costing 
techniques for purposes of stressing 
points of cost abnormality other than 
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"We can save money 


for businesses of every 
size and type!" 





The girl in the foreground is about to demonstrate a machine jet this FREE 
that cuts costs of payroll and distribution work. : booklet from vour 
The sales register in the background will speed customer ser- National repre 
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a ae NA REL RARE SAE, 


Moulin 


M. HERBERT CARR, Vice Presi- 

dent, Treasurer, and member of 
the Board of Directors of California 
Packing Corporation, San Francisco, 
was unanimously elected President of 
the Controllers Institute of America 
for the term 1949-50 at the 18th An- 
nual Meeting of the Institute, held 
September 25-28, in the St. Francis 
Hotel, San Francisco. 

Mr. Carr, a National Vice President 
of the Institute, who served as General 
Chairman of this year’s Annual Meet- 
ing, has been a member of the Insti- 
tute since 1934, holding certificate 
~299. Only two of the Institute's Na- 
tional Presidents during the past ten 
years have belonged to the organization 
longer than Mr. Carr. 

One of the founders of the San Fran- 
cisco Control, Mr. Carr has been its 
president, as well as secretary and a 
director. 

Elected a National Director in 1946, 
a National Vice 


President in 1947 and 1948, has served 


Mr. Carr was made 


on a number of national committees 
and been active in several coast confer- 
ences 

Mr. Carr joined California Packing 
Corporation in 1941 as Assistant to the 
He became Assistant 
Comptroller in May 1942, Assist- 


ant Treasurer in July, and Comptroller 


( omptrolle r. 


the following November. In August 
1946 he was made Treasurer and mem- 


THE CONTROLLER 


Wm. Herbert Carr Is Elected 


President of Institute 


ber of the Finance Committee. His ap- 
pointment as Vice President and Treas- 
urer, member of the Board of Direc- 
tors and Executive Committee came in 
November 1948. 

Mr. Carr has also been a member of 
the Board of Directors and the Execu- 
tive Committee of the Alaska Packers 
Association since 1945, as well as off- 
cer of several subsidiary and affiliated 
companies. 

Besides being active in the National 
Association of Cost Accountants and 
the Society for the Advancement of 
Management, Mr. Carr serves as con- 
sulting professor of accounting on the 
faculty of the Stanford Graduate School 
of Business. He is likewise vice prési- 
dent and a director of the Stanford 
Business School Alumni Association, 
member of the Board of Governors of 
Stanford Associates, and chairman of 
the Vocation Guidance and Placement 
Committee. Mr. Carr graduated from 
Stanford University in 1928 and from 
its graduate School of Business in 1930. 

In accepting the presidency of the 
Controllers Institute, Mr. Carr said he 
regarded the selection of a Pacific Coast 
man as a “declaration by our member- 
ship that the Institute is now in every 
sense a national organization, serving 
business and industry from coast to 
coast.” 

He then went on to discuss briefly 
some matters of Institute policy. 
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“Considering first our relations with 
the government and the public gen- 
erally,’ Mr. Carr said, ‘‘we have learned 
that the Institute can accomplish cer- 
tain things which are beyond the reach 
of other organized business leadership. 
Why has this been so? First, I think, 
because we as a group have been recog- 
nized and accepted as the trained an- 
alysts and ‘figure men’ for American 
business. Our word and our opinion 
on matters pertaining to our functional 
field are considered authoritative. Sec- 
ond, we have carefully avoided any 
actions or entanglements which might 
cause us to be classed as a political pres- 
sure group 

“As a result, the work of our com- 
mittees with government agencies and 
Congressional committees has been in- 
creasingly effective, and the Institute 
has grown in prestige and standing.” 

Regarding tomorrow's business men, 
Mr. Carr stated he felt the Institute has 
a ‘clear responsibility to help edu- 
cate’ them. “These men,” he declared, 
‘now youngsters, will have to work 
with controllers as they progress, 
and some of them will be employed in 
controllers’ offices throughout the coun- 
try. With the cooperation of the Con- 
trollership Foundation, we have made 
a good start in this field during the past 
year. We can greatly extend our partic- 
ipation in business education during 
the year ahead. The cost in dollars is 
small; the return in value to business 


can be great.” 





K. Y. Siddall Is Named 


Chairman of Board 


Y. SippaL_, Comptroller of The 

. Procter & Gamble Company, Cin- 
cinnati, O., and President of the Con- 
trollers Institute of America for the 
past year, was elected Chairman of the 
National Board of Directors for the 
1949-50 term at the 18th Annual Meet- 
ing of the Institute on September 26. 

Mr. Siddall previously served as a 
National Vice President 1944-46; as a 
National Director 1944-47; as Chair- 
man of the National Budget and Fi- 
nance Committee 1946-47; and as Gen- 
eral Chairman of Industry Conferences 
at the Institute's 1944 Annual Meeting. 

He has also served as treasurer, secre- 
tary, vice president, and president of 
the Cincinnati Control. 

A member of the 
1938, he holds certificate $1240. 

As President of the Institute, Mr. 
Siddall in May of this year was made 
an honorary member of Beta Alpha Psi, 
national professional accounting frater- 
nity. He is also a member of the Na- 
tional Association of Cost Accountants. 

Graduated from the University of 
Cincinnati, Mr. Siddall was first associ- 
ated with Emery Industries as Assistant 
Purchasing Agent before joining The 
Procter & Gamble Company in 1926. 
He became Manager of the Cost De- 
partment in 1931, Chief Accountant in 


Institute since 


1939, and in 1942 was made Comp- 
troller and member of the Administra- 
tive Committee. 

In his address as retiring President, 
Mr. Siddall viewed the past year as one 


catatonia ati AES 


“of development,’ with the Institute 
undertaking many new responsibilities 
through the work of various committees. 

First he considered the speeding up 
of the handling of membership applica- 
tions which has been accomplished by 
the Executive Committee together with 
the National Admissions Committee. 


Citing the progress made in the es- 
tablishment of new Controls at Hamil- 
ton, Montreal, and Memphis, Mr. 
Siddall added that Tulsa and Hawaii 
Controls are in a state of development. 

Institute membership, he reported, 
stood at 3,312 as of September 1 this 
year, compared with 3,177 last year. 





Shel hurne 
CHRISTIAN E. 
JARCHOW, _ re- 
tiring Chairman 
of the Board of 
Directors, at a 
testimonial dinner 
tendered Mr. Sid- 
dall on September 
25 by the Officers, 
Directors, Advis- 
ory Council, and 
others in official 
capacities 1948-49, 
read the following tribute: 


There are many people in this country who be 
lieve that corporations are impersonal, without soul, 
and completely indifferent to human values. There 
are many who think that controllers are interested 
only in accounting controls, statistics, and reports, 
with no interest for the many individuals who are 
behind these figures and whose combined efforts 
have produced the operating results. Such people 
have never had the good fortune of meeting some 
of the executives who direct corporate affairs 
today. The man whom we are honoring this eve 
ning is an outstanding example of such an execu 
tive. 

It is my sincere conviction that when the Nomi 
nating Committee, a year ago, selected Kelly Siddall 
to be President of the Institute, it did so with two 
primary considerations in mind. One was his un 
questioned ability, as evidenced by his position in 
the business world and by his rise in influence and 
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leadership in our association. The other—and | 
think the more compelling of the two—was his 
warmth of personality and his genuine friendliness. 

This warmth and friend!iness is particularly out- 
standing in Kelly Siddall as indicated by his sincere 
regard for the other fellow. He has been very 
much interested in the younger men who are com- 
ing up in business, especially in the field of con- 
trollership. As he himself stated, at the Southern 
Controllers Conference in Dallas, ‘We must remem- 
ber that native American inte!ligence and ability 
is one of our greatest natural resources. This may 
be a machine age from the standpoint of labor, 
but certainly from the standpoint of the selection, 
training, and development of material for man 
agement we know that it is not. The individual who 
shows the foresight and makes the decisions is still 
the controlling factor in the success of any business. 

. It is up to us to continue the development of 
that man and to make the most of him for his own 
sake and ours. We cannot ever afford to get so in 
volved in the technical side of our work that we 
pass over the growing, changing human side.” 

Ever since the Institute was founded, the prob- 
lem of selecting and training future controllership 
personnel has been accorded some consideration 
Kelly Siddall has given impetus to the problem and 
it is my belief that this will gain momentum as the 
years pass. 

It is my privilege, Mr. President, to thank you 
on behalf of all the members for the grand job 
you have done during your administration, for 
your wise counsel and judgment, and for the con 
tribution you have made to the Institute and to 


contro!lership. 


OCTOBER, 1949 





{77 





No Changes in Credit Practices 


A recent questionnaire on current credit practices con- 
ducted in the home appliance and speciality machinery field 
by the Controllers Institute reveals that there is no strong 
basis for recent reports that companies are changing credit 
terms. For example, of 23 firms responding to the ques- 
‘Are you about to make changes or considering mak- 
ing changes in credit terms?’’—20 firms replied ‘‘No.” The 
“es. reported the following: 
payments on 


tion 


three which replied 


“Considering a plan of obtaining advance 


acceptance of larger orders. 


lightly extended terms of payment on some items 


from 15 to 20 months 


reduced our cash in 10 days from 2 per 


“Have rece ntl} 
cent to 1 per cent 
As to granting special terms to induce customers to buy 
‘during the off season” in excess of their current require- 
ments, only one of 19 firms responding said this was its 


practice but then “‘only in exceptional cases.” 


“Point 4” Neither New nor Bold 


The “bold new program” of President Truman’s inaugural 
address known as Point 4, which proposes to make the know- 
how of American industry available to backward areas 
throughout the world, meets with favor with the majority 
of the cooperating executives in a Conference Board study 
since, it is pointed out, countries with the highest standards 
of living have been the best customers of the United States 
in the past. 

Foremost in the minds of many manufacturers, however, 
is the fact that the proposal is neither “new” nor “bold.” 

Since the primary interest of investors is the realization of 
a return on investment, executives contend that there must 
be “assurance that the capital can compete under fair practices 
and can be recovered in United States dollars in case of neces- 
sity, assurance that profits earned under fair competitive con- 
ditions can be remitted to the investor, and some assurance 
of stable currencies.” 

A considerable number see tax exemption on foreign earn- 
ings as an important incentive for stimulating the flow of 
American capital abroad. Some feel that the portions of the 
tax law holding dividends from foreign investments to be 
wholly taxable while permitting an 85 per cent exemption 
on corporate dividends from other American enterprises has 
not “given benefit to the American entrepreneur who is will- 
ing to risk capital in foreign development.” 
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Women’s Earnings Rising 

Women’s earnings are “‘still substantially less’ than men’s 
but their pay checks have ‘‘markedly improved” 
years, according to the National Industrial Conference Board. 
Wartime production accelerated this upward trend by ex- 
panding the opportunities for women in manufacturing. 
Differentials in earnings were, however, heightened mainly 
because of the considerably longer work weeks and accom- 
panying overtime payments that prevailed for male labor. 


in recent 


EARNINGS OF MALE & FEMALE PRODUCTION WORKERS 
25 MANUFACTURING INDUSTRIES, 1920-1948 


HOURLY AVERAGE 
ENTS PER HOUR 


Capital Expenditure Rise Deceptive 

Capital expenditures by business of $19,200 million dur- 
ing 1948 and $16,200 million in 1947 were only 7 per cent 
higher when allowance is made for increase in population 
and price changes over the past two decades, the Northern 
Trust Company of Chicago observed recently. 

Although double those of the late 1920's in actual dollars, 
“the record dollar volume of capital expenditures in 1948 
did no more than restore the pre-war and pre-depression 
relationship with consumer expenditures slightly over $10 
of capital expenditures for each $100 of consumer expe ndi- 
tures. 

Measured in 
it was noted, 


dollars of constant purchasing 
and 1948 set records of almost 


terms of 
powcr, 1947 
20 per cent above 1929, the most active year for capital 
expenditures prior to the war. Recent levels have been 29 
per cent higher than the average for the five years 1926-30 
inclusive. 

Since that time, however, the population has increased 

per cent so that on a per capita basis capital expendi- 
tures in 1948 were only about 7 per cent higher than in the 
PAUL HAASI 


late ’20’s. 
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Are your printing costs 


too high? 


A MESSAGE OF VITAL IMPORTANCE 
TO YOU AND/OR YOUR PRINTER 


hi ony in the graphic arts field has risen 44.9’ dur- 
ing the past nine years. In the same period, wages of 
these workers rose 167%. This increase is directly reflected 
in the tremendously high cost of printing today. 

The cost of office forms, stationery, envelopes, adver- 
tising literature, bulletins, shipping tags, ete., represents a 
substantial part of business overhead. Today's intensified 
selling demands more, not less, printing. Administration 
and record keeping, in which printed forms are used, does 
not shrink in direct ratio to volume. All these things are 
essential to business progress .. . yet their cost continues 
to pyramid. 

There is an answer . . . at least in part. With a Davidson 
Dual, either you or your printer can produce a large part 


of your requirements for considerably less than the usual 





cost. This is a fact that has been proved over and over again. 

The Davidson Dual gives vou high quality offset repro- 
duction from either paper or metal plates... black and 
white or multi-color . . . with excellent line and halftone 
work and close register. It will also reproduce from type, 
clectrotypes and rubber plates, providing you with the best 
method for each job. 

YOU AND/OR YOUR PRINTER SHOULD 
GET THE FACTS ABOUT THE 
DAVIDSON DUAL 
This machine can be installed in your own office and op- 
erated by one of your emplovees. It will quickly pay for 
itself through direct savings and continue to save for vou 
for vears. Or. . . in the hands of your printer, it will ma- 
terially reduce the cost of the work you purchase from him 

and still give him his normal profit. 
So... if vour printing costs are too high... if you want 
to make worthwhile savings... get the facts todav. See vour 


local Davidson Sales and Service Agency or write us. 


DAVIDSON MANUFACTURING CORPORATION \ Generation of Experience in the 
1022-60 W. Adams St. e Chicago 7, Ulinois Vfanufacture of Office Equipment 





resenting agriculture, and a member of 
Sch ram to Address New York Control the Advisory Council of the Department 


Emil Schram, President of the New 
York Stock Exchange, will address the 
New York City 
Control of the 
Controllers In- 
stitute of Amer- 
ica at its dinner 
meeting, Octo- 
ber 26, at the 
Hotel Commo- 
dore. Subject of 
his address is 
scheduled to be 
‘The Aspec ts of 
Equity Capital EMIL SCHRAM 
Problems.” 

In addition, it is announced, Daniel 
L. Kurshan, Executive Director of the 


Berns 


Citizens Budget Committee, will give a of Commerce. 


15-minute talk on "The New York City 
Budget and the Work Performed by the y 7 
Citizens Budget Committee.” Public Paying 10 Per Cent 
Mr. Schram, well known current of All Workers 
events speaker, was associated with the : ; 
Reconstruction Finance Corporation in The Census Bureau reports that fed- 
Washington as Chief of the Drainage, etal, state, and local governments were 
Levee and Irrigation Division in 1933. employing 6,083,000 workers as of Jan- 
He was later appointed Director, and in uary 1949, which means that about one 
1939 Chairman of the Board, which worker in ten is employed by the govern- 
othce he resigned to accept his present ment. 
position with the Stock Exchange. According to Senator Byrd of Virginia, 
Chairman of the Greater New York the federal government increased the 
1950 Campaign of the Infantile Paraly- number of its civilian employes from 
sis Foundation, Mr. Schram is also a 1,983,000 in January 1948 to 2,122,710 
member of the Board of Directors of last April—an increase allowed during 
the Federal Prison Industries, Inc., rep- the period when the federal deficit of $1.8 
billion was piling up. 
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We are pleased to announce the opening of a 


Los Angeles Office 


General Petroleum Building 


McKinsey & Company 
Management Consultants 
Established 1910 


NEW YORK . BOSTON 


New Check Feeder for Microfilm 


A new, low cost check feeder, in- 
tended for microfilming operations in 
banks, is announced by Recordak Corpo- 
ration, subsidiary of Eastman Kodak 
Company. Designed especially for use 
on the Recordak Duplex Microfilmer, 
the feeder will improve microfilming 
ethciency and increase the speed of 
handling checks over hand feeding. It 


ee TT 7 Ff 


sess 
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CHICAGO is motor driven and feeds average-sized 
checks as fast as the microfilmer will 
operate—from three to four times 
faster than hand feeding. 


LOS ANGELES 























EVERYTHING 


. . . organized, analyzed, and presented as you need it 


YOU NEED for 1949 TAXES 








A presentation 


of ‘tax-facts’ essential for the business executive 


who must be right on 1949 taxes. 





Montgomery’s 1949-50 corporate and estate tax annuals: 
* FEDERAL TAXES * * FEDERAL TAXES * 


CORPORATIONS and ESTATES, TRUSTS 
PARTNERSHIPS AND GIFTS 


Designed to bring to the user a practical, workable and An immediate and constant ‘round-table’ tax discus- 
time-saving interpretation of the entire corporate tax sion to help you on the full range of 1949 estate tax 
structure. Research and establishing of precedents has questions. 


been done for you . . . results are 


presented in clear This volume covers hundreds of combinations of estate 


statements and illustrations to show you the effect of the transactions and points out the tax savings available under 
law, as it stands today, on your specific situation. the regulations of the 1948 Revenue Act. It opens up new 

This volume is the recognized ‘safety-factor’ for eliminating avenues of approach for anyone concerned with estate planning 
future consequences from oversights and misconcepts. in any form . . . under any circumstances, 


2 volumes. $20.00 





One volume. $12.50 


Ready in December— Subscribe today 


VAs THE RONALD PRESS COMPANY e« 15 East 26th St. « NEW YORK 10 NANANAAS 





If you copy ANYTHING typed, 
drawn or written, you need OZALID! 


It’s Simple... 


Take any letter, sales report, form, 
drawing... anything typed, drawn or 
written. Put it next to a sheet of Ozalid 
material (paper, plastic, cloth, black, 
blue, red, sepia) and feed it into an 
Ozalid machine. 


er he eae 


It’s Quick... 


In as little as 25 seconds, vou (anyone can 
operate Ozalid) will have a dry, positive, 
exact duplicate of vour original material! 
Ozalid copies can be used as masters 

to obtain more copies! No proofreading 


...no mistakes... no delay! 


It’s OZALID! 


You can make Ozalid copies any length, 
and almost any wicth. You can make them 
directly from translucent material, and 
from opaque originals with an inter- 


mediate step 


Write today on your letterhead for FREE 
booklet which tells the full Ozalid story. 
Or consult your classified directory for 


local distributor. 


Don’t copy... . use OZALI D! 


Dept. 138 Johnson City, N. Y. 
A Division of General Aniline & Film Corporation. ‘From Research to Reality” 





a Newly Elected Officers and 
| Directors of the Institute 


‘ 


L. W. JAEGER 
Treasurer 


E. E. BALLING, JR. 
Vice President 


J. R. MULVEY 
Vice President 


F. S. CAPON 
Director 


WARREN A. JEFFORDS 
Director 
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At the 18th Annual National Meeting of the 
Controllers Institute of America held last month 
in San Francisco (a full report of which will ap- 
pear in our next issue) the followmg elections 


HERMAN W. BOOZER 


Vice President 


Plata 


LAWRENCE G. REGNER 


Vice President 


THOMAS P. CAREY 
Director 


Moulin 


O. T. JONES 
Director 


took place. 


WM. L. CLARK 
Vice President 


VICTOR C. SEITER 
Vice President 


J. B. FENNER 
Director 


FRANK KLEIN 
Director 


S. CHAPLIN DAVIS 
Vice President 


Pach Bros. 


ARTHUR SURKAMP 
Vice President 


ALLEN L. FOWLER 
Director 


PF 
PAUL E. SHROADS 
Director 


EDWARD C. HOF 
Asst. Treasurer 


WALTER B. GEROULD 
Vice President 


Toda 


WILLIAM AITKEN 
Director 


E. I. GERHARD 
Director 


Schonbrunn 


J. NORVELLE WALKER 
Director 





Remington Rand’s 


new punched-card collating reproducer 


—where can it save you money? 


Curtain going up...on Remington Rand’s new 


Collating Reproducer ... latest in an unbroken 
line of outstanding punched-card developments 
... that cut record-keeping costs. 

In one operation, it compares, punches, interfiles 
and segregates 90-column tabulating cards—auto- 
matically—in order to verify, group extend, code, 
decode, in-file and out-file. An invaluable aid in 


preparing production and sales reports, payrolls, 


FOR THE FINEST PUNCHED-CARD MACHINES 


invoices and a host of other important records. 
You can lease or buy this tested and proved 
machine... available not in 18, not in 12, not in 
6 months—but on normal delivery schedules! 
Full information from all branch offices, coast- 
to-coast. Or write: Accounting-Tabulating, Man- 
agement Controls Division, Remington Rand Inc., 


$15 Fourth Ave., New York 10. 


AND METHODS 





Foundation Completes Work 
on Buyers’ Market Study 


‘Meeting the Challenge of the Buyer's 
Market,”’ a new study, has just been com- 
pleted by Controllership Foundation and 
will be released in the near future, ac- 
cording to Edwin W. Burbott, president 
of the Institute’s research arm. 

“The report is designed to help control- 
lers solve their company’s cost reduction 
problems,’ Mr. Burbott explained. “It 
emphasizes savings obtainable through 
controllership techniques rather than 
through curtailment of quality or service, 
and tells how progressive managements 
are attaining this goal without sacrifice to 
customers and without reducing employes’ 
Ww ages. 

A special advisory committee of con- 
trollers assisted the Foundation staff in 
assuring the accuracy and practicality of 
this study. Serving on this committee were 
the following members of the Institute: 
J. Karl Fishbach, Assistant Controller of 
R. H. Macy & Co., Edward C. Hof, 
Comptroller of American Brake Shoe 
Company, S$. W. McLaughlin, Comptrol- 
ler of West Virginia Pulp and Paper Co., 
Thomas F. Mowle, Comptroller of Dow 
Jones & Co., Inc., and John J. Waldron, 
Treasurer of Jacob Ruppert Brewery. 

Case histories provide the bulk of the 


detailed information in this study, which 
reveals actual cost reduction methods used 
by leading companies in a number of in- 
dustries—controls on buying and work- 
in-process, integrating forecasts with in- 
ventory planning, scrap reduction through 
waste control and supervisory training, in 
creasing the productivity of direct labor 
and reducing indirect labor costs, control 
of overhead by forecast, clerical cost sur- 
veys, variable budgets for administrative 
and service departments, reviewing pric- 
ing policies, preventing uneconomic 
“make or buy’’ decisions, incentive plans 
for controlling shipping and clerical ex- 
pense, and other methods, which have 
demonstrated their value to the companies 
participating in the study. 

Here are some typical cost reduction 
achievements described in “Meeting the 
Challenge of the Buyer's Market”: 


How one company cut inventories 259% 
belou 
flow and standardizing components. 

How a manufacturer reduced spoilage 
from 6% of total production costs to 
1V4% 


pre-war by improving production 
t I & 


through detailed yteld r2ports, 
closer supervision, and some retraining. 


How a routing 


move effectite use of 
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CONSUI 
AVERAGI 








Our national staff of pension consultants is pre- 
pared to use its wide experience with all types 
of businesses in making a sound, independent 
actuarial study of your firm’s retirement needs, 


Marsu & McLENNAN 


NCORPORATEO 


Insurance Brokers 
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slips plus improved production control is 
saving one company $50,000 a year in 
production department personnel. 

How a manufacturer reduced the indi- 
rect-direct labor ratio from 4:1 to 1V4:1, 
and how another reduced its ratio of in- 
direct to total employes from 2,000 out 
of 3,700 to 1,000 out of 2,070. 


Orders for this report are being taken 
now—$2.50 to members of Controllers 
Institute, $5.00 to all others. 

In preparing the previous study, ‘‘Eval- 
uating Managerial and Supervisory Jobs 
in the Controller's Department,” the first 
manual of its kind, the Foundation 
worked with 22 companies ranging in size 
from firms employing as few as 15 per- 
sons in such positions to large corpora- 
tions employing many hundreds to man- 
age and supervise controllership func- 
tions. An important feature of the report, 
now available to Institute members at a 
special price of $2.50 ($5.00 to the gen- 
eral public), is the collection of 25 tested 
job descriptions for executives reporting 
to the controller. 

The advisory committee which passed 
on this material included the following 
Institute members: Lester W. Field, Vice 
President of the Wilcox & Gibbs Sewing 
Machine Co., who is chairman of the In- 
stitute’s National Employment and Place- 
ment Committee; Dwight B. Billings, 
Controller of Pacific Mills; Howard L. 
Gibson, President of the Gibson Insti- 
tute; Charles Hummel, Comptroller of 
the Bendix Aviation Corporation; and 
Arthur Surkamp, Vice President of the 
U. S. Rubber Company. 

Concerned specifically and only with 
jobs in the controller's department, ‘Eval- 
uating Managerial and Supervisory Jobs 
in the Controller's Department’ brings 
together the actual experiences of com- 
panies in this direction, and also sets forth 
in full detail each of the technical and 
procedural steps involved—job descrip- 
tion, job analysis, job evaluation, and 
planning and administering the program. 


New Booklet for Oil Employes 


An improved, up-to-date edition of 
Your Industry and Mine,” a handbook 
for employes of the oil industry, has been 
published by the Department of Informa- 
tion of the American Petroleum Institute, 
New York. 

Illustrated with sketches and drawings, 
the booklet in simple, non-technical lan- 
guage gives a thumbnail understanding of 
the industry, its history, policies, and op 
erations. 

This edition, which is the third one and 
brings the book up to the 1949 level, is 
being made available to the industry's 
34,000 companies at cost for distribution 
to their employes. 
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“Stoplight” 


on rising office costs 


‘OO OFTEN the difference between “break 
even” and “broke” can be traced to inade- 
quate and antiquated figuring, accounting and 
istical machines in the office. Time and effort 
are wasted. Overtime mounts. Temporary help 
yes a costly stop-gap, and sound judgment is 
penalized by the lack of up-to-date facts and 
figures. 
There’s one sure answer to this situation —Bur- 
roughs business machines. They’re fast, flexible 
and efficient . . . built to lend speed and accuracy 
to every phase of figuring, accounting and statis- 
tical work. Each model, from the simplest adding 
machine to big accounting machines that 





practically ‘“‘think for themselves,’’ reflects 
Burroughs unmatched experience in meeting 
business needs. 

You can streamline the figure-work of your 
business . . . stop rising costs and give progress 
the go-ahead with the right Burroughs 
machines. Call your local Burroughs office 
today, or write to Burroughs Adding Machine 
Company, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE'S 


Burroughs 














throwing 
your 
business 
in an 


incinerator... 


.. Lf you trust 
ORDINARY METAL FILES 
to protect any vital records 
against FIRE! 


Records have been burned! . . 


ruined! ... 


Fire insurance cannot be collected without proof of 


Will yours be next? 


loss records. More important, you could not keep 
your business operating without essential ledgers 
and papers. So, don’t trust ordinary metal files 
that cremate records instantly in a fire. 

4 out of 10 businesses that suffer a complete 


burn-out never reopen. Don’t let that happen to you! 





HERE’S POSITIVE PROTECTION .. . | 





Mosler Insulated Record Containers. 


constant, on-the-spot protection ys one-hour 


Underwriters’ Laboratories, Inc., 


approved safe—plus the convenience of a modern, 


Class C, 


efficient filing system. Insulated rec eding door 


Safe, efficient Mosier 
Record Containers come 
in a variety of durable 
finishes to harmonize 
with your office. 


locks over file drawers. Fire just can’t get in. 
vet, you can have this invaluable protection at a 
surorisingly modest price. 

Why take chances? See your Mosler dealer now 
and be sure. Send for booklet ‘‘Mosler Insulated 


Record Containers.” 


ge Mosler Safe c 


Main Office: 320 Fifth Avenue 
New York 1, N. Y. 
Dealers in principal cities 
Factories: Hamilton, O. 
Largest Builders of Safes and 
Vaults in the World 


* Builders of the U. S. Gow Storage 
Vault Doors at Fort Knox, Ky. 
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FILL OUT AND MAIL — TODAY! 


The Mosler Safe Co., Dept. 
320 Fifth Ave., New York 1, N. Y. 


Please send me 


The new free booklet * ‘Mosler Insulated Record 


Containers 

The Name of my nearest Mosler Dealer. 
Name 
Firm 
Address 


City Zone 


. Businesses hare been 


They provide 


tested and 


oS 


Inter-Relationship 
of Variations 
from Budget and Cost 


(Continued from Page 462) 


analyzing variation in gross margin or 

profit, where a single product is sold, 

the analysis for the illustrative case would 

appear as follows: 
Particulars Variation 

Selling Price: 

$360.00 

350.00 


Budget price per unit 
Actual price per unit 


(10.00) 
1,600 


Unit price variation 


Actual units sold $116,000 5 


Volume 
2,000 
1,600 


Sales units per budget 
Actual units sold 


(400) 
$115.875 


Variation in units 
Budget margin per unit 


$248.71 
244.125 


Actual unit cost 
Budget unit cost 


(4,585) 
1,600 


Unit cost variation 
Actual unit sold 





Total variation ($231,750—$162,068) $(69,682 

The formulae seem to explain perfectly 
the total unfavorable variation in gross 
margin of $69,682. However, it will be 
noted that the volume and cost variations 
of $46,350 and $7,332, respectively, do 
not agree with the corresponding varia- 
tions of $45,000 and $8,682 shown on the 
illustrative analysis. 

The explanation for these discrepancies 
lies in recognition of the fact that, under 
the FIFO method of valuing inventories 
and where all of the opening inventory 
is sold, volume and cost variations can 
occur only on sales out of goods produced 
or acquired during the current accounting 
period. 

If all of the opening inventory is sold 
during the current period, obviously there 
variation in the number of 
units sold out of it; and consequently 
there is no volume variation on it. Like- 
wise, if the opening inventory is stated at 
the same unit cost for both budget and 
actual purposes, there can be no cost var- 


can be no 


iation on it. 

In the illustrative case the volume var- 
iation of $45,000 is composed of the dif- 
ference between the budget sales price per 
unit, $360, less the budget unit cost for 
current production, $247.50, or $112.50, 
multiplied by the variation of 400 in units 
sold. The cost variation of $8,682 is com 
posed of the difference between actual unit 





eg- your finances ? 


ORC Scop 


You know how important it is to have your finances managed by a competent man to 


assure an efficient, economical and reliable plan of operation. 


Likewise, you need the advice and counsel of trained and experienced insurance specialists to 


assure you of an efficient, economical and reliable insurance program. 


Rollins Burdick Hunter, with its 50-year background in fulfilling insurance needs for 
business, offers you (1) a complete survey of your insurable hazards, 

(2) a comprehensive study of your present insurance structure, and (3) a plan 

to assure you maximum protection at minimum cost. For further information, 


write to the nearest office. No obligation, of course. 


ins Burpice Hunter Co, 


INSURANCE BROKERS and AVERAGE ADJUSTERS 


Principal Offices 


231 S. La Salle St. 116 John St. New World Life Bldg. 
Chicago 4 New York 7 Seattle 4 





HERE’S HOW AMERICAN CREDIT INSURANCE 


Protects you 
from Credit Loss= 


Helps you 
Increase Sales 


GEORGIA LUMBER 
MANUFACTURER writes: 
** Your adjuster has just finished 
checking vp o” 3 losses. -- 
left your draft for opproxi- 
mately $21,000. Policy has 
enabled us to sell some accounts 
in lorger amounts. 


PENNSYLVANIA CLOTHING 
MANUFACTURER writes: 
“Wish to acknowledge ~~ 
draft in amount of $11,801. 

. payment on 2 accounts Ho 
thought well off. Have corr 
your policy over 25 years ves 
relations always sotisfactory. 


CALIFORNIA HEATING 
WHOLESALER writes: 
“We thank you for check in 
settlement of cloims on policy 
#141-1 93... sincerely — 
ciote promptness and simplicity 
in handling.” 


Ew YORK ; 
MANUFACTURER writes: 


ig pleased to receive check 


ined. 
i ment of loss sustained 
rag had American Credit 
Insurance over 20 poe “s 
found it very helpful in sales. 


Your Insurance Program... 


Designed to Protect & Conserve 
Assets...is NOT Complete Unless 


it Includes Credit Insurance 


GUARANTEES PAYMENT 


ar 

\ our Accounts RECEIVABLE is oneof your most 
valuable assets .. . should be protected at ALL 
times. Business history has shown that despite 
credit ratings .. . diligent investigation .. . past 
records of payment... UNFORESEEABLE EVENTS 
frequently turn GOOD CREDIT RISKS into BAD 
DEBT LOSSES. 


With American Credit insurance, you know 
your profits are safe. If your Goop CUSTOMERS 
become involved or fail, you are protected. 
AMERICAN CREDIT PAYS YOU WHEN YOUR 
CUSTOMERS CAN'T. You may select coverage for 
all accounts .. . a selected group .. . or just 
one account. Your policy also enables you to 


get cash for past-due accounts. 


Many policyholders have found American Credit 
Insurance an aid to sales. Some were able to take 
on accounts formerly turned down because of 
their risky size rather than their r nature. 
Some found they could increase lines of credit 
without the hazard of high concentration of risk 
in one, two or a few accounts. Broad diversifica- 
tion of risk works to the advantage of your 


Sales Department. 


Should you have occasion to borrow, the fact 
that your receivables are ns ired will be an 
important factor in establishing a satisfactory 
line of credit. And, of course, your suppliers have 
an added incentive for extending you credit. 
Our book, **Wuy ‘Sare’ Crevit Neeps Protecs 
TION,’ contains valuable facts for you, you 
treasurer and credit manager. It discusses Credit 
n general eee I lé@ event 

frequent loss... 710¢S iona informatio 
American Credit insurance. To get a copy just 
phone the American Crepir office in your city, 
or write AMERICAN Crepit INDEMNITY CoMPANY 
or New York, Dept. 55, First National Bank 
Building, Baltimore 2, Mlarvland 


GA DGPAA ne 


PRESIDENT 


AMERICAN 
Creoit INDEMNITY 
COMPANY 


=, oF New York ¢, 





OF ACCOUNTS RECEIVABLE 


OFFICES IN PRINCIPAL CITIES OF THE 
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cost of current production, $254.18, less 
budget unit cost for current production, 
$247.50, or $6.68, multiplied by the 1,300 
units sold out of current production. The 
volume and cost variances obtained 
through the formulae reflect the distortion 
arising from averaging a change in stand- 
ard costs. 

It is recognized practice, of course, to 
adjust existing inventory for a change in 
standard cost and to pass the offsetting 
debit or credit to a special variance or 
reserve account. However, to preserve the 
validity of the gross profit variation 
formulae, after such an adjustment, it 
would be necessary to ignore the special 
variance or reserve in computing actual 
and budgeted cost of goods sold. The 
result, of course, would be mis-statement 
of cost of sales. 

In passing, it might be noted that where 
the gross profit variation formulae are 
used other than in connection with stand- 
ard costs, as is frequently done, the 
danger of distortion from changes in cost 
is likewise present. 

In conclusion, it should be recognized 
that the valuation of inventories at ac- 
tual might be handled somewhat differ- 
ently from the method used in the il- 
lustrative case. Direct materials might 
have been costed at standard, for instance, 
thus throwing all of the $6,000 price 
variation on purchases into current pro- 
duction cost. Also, the closing inventory 
of finished goods might have been costed 
at standard, thus shoving all production 
cost variations into cost of goods sold. 
The latter step, and in some cases the 
former step also, would bring the analy- 
sis into consistency with regular account- 
ing practice. 

However, the valuation of inventories 
at actual, with proportionate parts of the 
variations allocated to inventories, will 
facilitate the preparation of any adjust 
ments to inventories at standard which tt 
may be decided to make. 


“Honestly, to hear him tell it, 
this dictionary is never wrong!” 


UNITED STATES AND CANADA 
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Pension and 
Deferred Profit-Sharing 
Plans 


f 
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We invite you to discuss your 





employee benefit problems with us 





in the light of current 





developments — without obligation 








THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 + Telephone HAnover 2-9800 








WHAT EVERY CORPORATION DI- 
RECTOR SHOULD KNOW. By Per- 
cival E. Jackson. The William-Frederick 
Press, New York. $3.50 


Reviewed by STANLEY W. DUHIG, Vice 
President of Shell Union Oil Corporation, 
New York. 


The author of this book is a lawyer and 
he has shown great restraint in writing 
a handbook for the corporate executive 
which is almost completely free from le- 
galistic language and the technicalities of 
close decisions. As a matter of fact, he 
and his publishers have put together a 
very nicely bound little volume which can 
be slipped into the coat pocket and will 
be read on many a suburban train by the 
business man who wants to absorb some 
sound and direct advice expressed in 
simple terms. 

“What Every 


Corporation Director 


Should Know” is not merely a textbook 
for the newly elected director or for the 
individual who expects to become one; it 
is a very worthwhile recital of responsi- 
bilities and duties, which every experi- 
enced board member should take the time 


to review. 

Mr. Jackson undertakes to explain care- 
fully the extent to which the director 
should and should not inject himself into 
the management problems of the com- 
pany. He has classified his material and 
even compiled an index in the back so 
that the business man and the student 
may readily turn to particular subjects, 
such as the composition of the board, its 
functions, its liabilities 

One is reminded of another very thor- 
ough textbook on this subject, “Directors 
and Their Functions,’ written in 1945 by 
John C. Baker, then of the Harvard 
Graduate School of Business Administra- 
tion. Both of these books use actual case 
situations but each has followed an en- 
tirely different method, Baker taking an 
American 
Tobacco, Climax Molybdenum, General 
Foods, and Standard of New Jersey—and 
describing how they got the way they are, 


where Jackson, drawing on his experience 


odd assortment of companies 


with actual legal problems, has sorted his 
material into four main classifications. 
His first section covers the composition 


THE CONTROLLER 


of the board, their qualifications, and 
method of selection. He expounds the le- 
gal concept that directors should direct 
(though many do less than that) and he 
explains that where the statutory and 
charter rules leave off the functions of the 
directors begin. It is almost impossible for 
the stockholders to select intelligently the 
management staff for the enterprise and 
therefore the directors must select and 
control the management and in so doing 
act as trustees for the stockholders. 

This brings up the old question of 
whether the director should also be a 
stockholder. Laws in some states provide 
that directors must be stockholders but, of 
course, that is easily circumvented by the 
practice of simply holding “qualifying” 
shares. There is a school of thought which 
argues that the director can make sounder 
and more impartial decisions if he does 
not have any selfish interest through the 
expectation of dividends or capital gain. 
A broad sampling of stockholder opinion 
would probably reveal, however, that they 
believe stockholders should be repre- 
sented on the board by stockholders. This, 
of course, has its dangers when carried to 
the point where special interest groups 
are formed for the purpose of insuring 
that certain directors will represent groups 
of consumers, labor union interests, or 
other blocs. 

The second section of Mr. Jackson's 
book is devoted to the detail of board or- 
ganization and procedure. Very useful in- 
formation is given on the formalities of 
the organization, the size of the board to 
suit different company conditions, and 
the conduct of the meetings. Mr. Jackson 
is very clear in his argument that while 
directors should express themselves ac- 
cording to their individual convictions, 
they must nevertheless act collectively, 
and to do so they must meet and transact 
their business as a board. Committees and 
sub-committees are very useful instru- 
ments, but the director, whether as an in- 
dividual or as a member of the committee 
or of the board itself, must take great care 
not to trespass on the day-by-day conduct 
of the enterprise. 

In this same chapter a great deal of 
useful advice and information is  pre- 
sented on the subject of directors’ com- 
pensation. This is a feature of board or- 
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ganization which is still in process of de- 
velopment and which has not always been 
kept abreast of the times. We still follow 
the tradition of the horse and buggy days 
when the laws and the customs had to 
deal with directors of small self-owned 
companies and assumed they would re- 
ceive their reward even without any pro- 
vision for special fees. The idea of paying 
a fee for each meeting attended is not 
very realistic either, because a conscien- 
tious director is thinking about the com- 
pany’s problems at all times and most of 
them do a considerable amount of home- 
work. 

The problem then, as Mr. Jackson puts 
it, is how to attract ‘men of good front.” 
He points out various expedients, such as 
appointing professional directors, public 
directors, executive directors, etc., always 
making sure that the job does not become 
an over-paid sinecure. He argues that the 
corporation should pay the directors a fair 
re adequate fee but should at the same 
time recognize that no reasonable fee can 
compensate the business man for the risks 
and the liabilities that sometimes have to 
be endured. 

The author believes that the director on 
his part should realize that some of his 
compensation is in protecting his own 
stock investment, as well as in the satisfac- 
tions that go with a sense of loyalty, long 
association, prestige, and association with 
other men of repute, in finding a con- 
structive outlet for his energy and knowl- 
edge, in opportunity for service and keep- 
ing his mind from losing its keen edge. 
Mr. Jackson also does not neglect to 
mention the value of the business contacts 
which can lead to other compensations. 

The third major section of this book is 
devoted to the powers and functions of 
directors and, incidentally, of stockhold- 
ers. The stockholders, in spite of being 
the owners of the company, usually have 
of themselves no power to act. Therefore 
they elect a board of directors to govern 
the company’s affairs. Thus the board’s 
acts are the corporate acts. As Mr. John- 
son defines it: ‘The directors determine 
the direction and point out the way.” 

Of course, there are certain things they 
must do, such as passing upon funda- 
mental corporate changes of capital or the 
merger of two or more companies. They 
also must appoint the officers. Such duties 
as the care of corporate assets, the appro- 
priation of funds, the provision of ade- 
quate insurance and of suitable reserves 
for depreciation and obsolescence the di- 
rectors should delegate at their peril. 

With the executive and operating man- 
agement all its powers are delegated 
powers and all its functions are delegated 
functions. The author sums this up by 
pointing out that the basic corporate pur- 
pose is to create an enterprise which will 
outlast its organizers, the stockholders, di- 
rectors, officers, and employers. Therefore 
the board of directors must determine the 





long-range plan and at the same time dele- 
gate to the staff the current operating 
duties. 

The book goes on to point out the paral- 
lel to constitutional government, wherein 
the congress makes the policy, the execu- 
tive carries it out, and the congress again 
reviews what has been done. The rule- 
making body should observe without par- 
ticipating and should oversee without in- 
terfering. After such philosophising the 
author tosses in a dash of cold water by 
recalling the embarrassment of the direc- 
tors of the McKesson & Robbins Co. 

The fourth section of this volume is de- 
voted to directors’ liabilities and disabili- 
ties. Here Mr. Jackson has gone over the 
well known ground covered by the Securi- 
ties Act of 1933 and the Securities Ex- 
change Act of 1934. Officers and direc- 
tors, especially of listed companies, should 
pick up the book at least once a year and 
re-read this Chapter Four. It cannot be re- 
peated too often that in this day and age 
it is not sufficient merely to refrain from 
making mis-statements, it is also a crimi- 
nal offense to omit making a statement of 
material fact. 

This chapter goes into the subject of 
stockholder suits and of the civil liability 
of directors. At the same time, the author 
fully recognizes that laws cannot ever 
establish moral standards and that the 
honest man will usually know what he 
should and should not do without having 
a lawyer tell him. As he says in his closing 
paragraph: “The honest director shuns the 
law's uncertainties by doing his job once 
he takes it on as conscientiously as he 
knows how, and if he has reached this 
point in this book he knows how.” 

There is very little to criticise adversely 
in the author's handling of his material 
Hardly any errors have crept in, although 
at one point an incidental reference 1s 
made to the National Industrial Confer- 
ence Board as being a subsidiary of the 
National Association of Manufacturers. 
This ts not and never was true. 

Mr. Jackson's book is a pleasure to read 
because of its frank and informal style 
and the clearness of the typographical 
setup. Practically every corporation con- 
nected with the Controllers Institute 
would do well to have at least one copy, 
and the corporate secretary should bring it 
to the attention of the individual board 
members. 


WHO GETS HOW MUCH FOR DO- 
ING WHAT IN AMERICA. By Ed- 
ward A. Keller, Fred G. Clark, and 
Richard Stanton Rimanoczy. Ameri- 
can Economic Foundation, New York. 


A primer on the distribution of income 
and property in the United States, this 
book contains the simplified highlights of 
one of the most important economic stud- 
ies of this generation. 
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Social Security 


(Continued from Page 466) 


unemployed having to resort to public as- 
sistance. 

However, the estimate of combined 
cost of public assistance and general 
health and welfare programs, determined 
by the administration on the basis of their 
proposals, is expected to reach $4 billion 
annually. The present annual cost of these 
programs exceeds $2 billion. The $4 bil- 
lion estimate is probably very conserva- 
tive and expenditures will depend a great 
deal upon the attitude of the administra- 
tion. It is minimum in view of the further 
liberalization of the program that will 
materialize if the present thinking influ- 
ences the future of these programs (cost 
on basis of payroll—214%). 

In summing up, it would appear that 
under the presently proposed plans the 
overall payroll tax may be in excess of 
25%. determined in the following man- 
ner: 


Old age and survivors insurance 14% 
Medical msurance 

Une m ployme nt compensation 
Workmen's ¢ om pensation 

Cash sickness disability 

Public assistance 


A significant factor in relation to this 
cost, which I should like to mention in 
passing, is cost of administering these 
programs. Unless those responsible for 
the operation of the programs do an ef- 
ficient, conscientious job of tax collection 
and pay proper attention to eliminating 
all those persons who may be frauds, 
chiselers, or malingerers, the cost may 
soar well beyond the present estimates. 

In conclusion, may I say that while it 
is to be expected that with the passing of 
time the nation’s social security program 
will be expanded, we should be aware of 
the fact that if the program is allowed to 
become over-extended and unbalanced, it 
can become a major factor in bringing 
about a state of socialism or a welfare 
state. 

We are faced with the problem not of 
eliminating social security, but rather of 
developing its program in line with our 
concepts of private enterprise and a free 
society. 
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GerorGE V. BUCK, JR., has retired from 
Philadelphia Electric Company where he 
held the position of Manager of the Gen- 
eral Accounting Division. A member of 
the Controllers Institute (23594-1946), 
Mr. Buck had been with his company since 
1902. 


Dr. Rurus WIXON ($#4490-1949), 
an associate member of the Controllers In- 
stitute, has joined the faculty of Wharton 
School of Finance and Commerce, Unt- 
versity of Pennsylvania, Philadelphia. Dr. 
Wixon was formerly associated with the 
School of Business Administration of the 
University of Buffalo 
TEASDEI 


FRANK W (2668-1936), 


Vice President and Controller of Key 


System Transit 
Lines and its 
parent company, 
Railway Equip 
ment and Realty 
Company, Ltd., 
has been named 
to succeed E. (¢ 

HOUGHTON as 
President of 
both companies, 
following Mr. 
Houghton’s elec- 
tion as President of Los Angeles Transit 


F. W. TEASDEL 


Lines 

Mr the Uni- 
versity of California, has been associated 
with Key System Transit Lines and its 
predecessor companies since 1930 when 
he was appointed Assistant General Audi- 
tor. In 1936 he was made General Auditor, 
in 1940 Controller and a member of the 
Board of Directors Appointed Assistant 
to the President in 1944, he was in 1947 
elected Vice President of Key System and 
Railway Equipment & Realty Company, 
Ltd 

Mr. Teasdel served as president of the 
San 
Institute of America 1945-46. He has long 
cur 


Teasdel, a graduate of 


Francisco Control of the Controllers 


been identified with civic activities, 


rently is completing his second term as 
president of the Athens Athletic Club and 
is a member of the Board of Directors of 


the Oakland Chamber of Commerce 


THE CONTROLLER 


LeRoy A. CARLSON is now Controller 
of The Hills Brothers Company, New 
York. Mr. Carlson (3499-1945) was 
formerly Assistant General Manager of 
Aerial Products Company, West New 
York, N.J., and Controller of The Fleisch- 
mann Distilling Company, New York. 


GEORGE W. Troost (2715-1943) 
Comptroller of Chrysler Corporation, De- 
troit, has been elected a Vice President. 


GEORGE E. HALLETT (3386-1945) 
is now Controller of Tung-Sol Lamp 
Works, Inc., Newark, N. J. Mr. Hallett 
who previously held the title of Assistant 
Treasurer, has been with the company for 
the past 13 years. He is vice president of 
the Newark Control of the Controllers In- 
stitute, a director of the National Associa- 
tion of Cost Accountants, and chairman of 
the Eastern Credit Group of the Radio 
Manufacturers Association. 


ARTHUR M. JONES (23486-1945), 
formerly Controller of Goodall-Sanford, 
Inc., Sanford, Maine, now holds the po- 
sition of Assistant to the President and 
Assistant Treasurer of Goodall Company, 
Cincinnati, O. 


MERRILL J. FERREE ($3365-1945) 
has been advanced to the position of Gon- 
troller of Pacific Vegetable Oil Corpora- 
tion, San Francisco, which he joined re- 
cently as Assistant Controller. Previously 
Mr. Ferree was Controller of Marchant 
Calculating Machine Company, Oakland, 
Calif. 


WILLIAM F. Kopp (3264-1945) ts 
now affiliated with Hospital Service Asso- 
ciation of Toledo, O., as Controller. 


HAROLD M. SwiTZER has become Vice 
President and Secretary of Leeson Steel 
Products, Inc., Chicago. Mr. Switzer, who 
was formerly Vice President of National 
Stamping and Electric Works, Chicago, 
is a member the Institute (£3136- 
1944). 


ot 


C. A. VOLLMER (£1726-1940) ts now 
connected with Louisville Builders Sup 
ply Company, Loutsville, Ky. Mr. Vollmer 
Controller of Gibson 


was previously 


Wine Company, ¢ incinnati. 
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OWEN T. JONES ($1214-1938) has 
been named Vice President and Controller 
of American Trust Company, San Fran- 
CISCO. 

Mr. Jones, who previously was Con- 
troller, was elected a national director of 
the Controllers Institute at its recent 18th 
Annual Meeting where he served as chair- 
man of the Finance Committee. During 
1942-43 he held the post of president of 
the San Francisco Control. 


STANLEY W. SMITH (4060-1947) 
has been elected to the presidency of K. 
Arakelian, Inc., Madera, Calif. Previously 
Mr. Smith held the title of Manager of 
the corporation. 


STUART W. McLAUGHLIN 
1945) has been elected Comptroller of 
West Virginia Pulp and Paper Company, 
New York, suc- 
ceeding JOTHAM 
R. Conpit who 
resigned effec- 
tive September 
9, his 40th an- 
niversary of em- 
ployment with 
the firm. Mr. 

McLaughlin 

Assistant Comp 

troller since 

1945, is a mem- 

ber of the National Admissions Committeeé 
of the Controllers Institute and secretary 
of the New York City Control. He ts 
succeeded in the post of Assistant Comp- 
troller by Ropert L. BENTLEY. 


(£3433- 


S. W. McLAUGHLIN 


HERBERT L. ADAMS has joined Servi- 
cised Products Corp., Chicago, in the 
capacity of Treasurer. Mr. Adams is a 
member of the Institute ($1855-1941). 

C. C. Gtpson (404-1935), — for- 
merly Vice President of The Parathne 
Companies, Inc., San Francisco, was re- 
cently appointed Executive Vice President. 
Mr. Gibson joined Paraffine in 1922, was 
made Controller in 1928, Treasurer in 
1937, Vice President in 1942, and elected 
to the Board of Directors in 1945. A past 
president of the San Francisco Control of 
the Controllers Institute 1935-39, Mr. 
Gibson served as a vice president of the In- 
stitute and as a national director 1941-44 


CHARLES L. JONES (£599-1935) 
has been elected Secretary of the Alan 
Wood Steel Company, Conshohocken, Pa 
Mr. Jones will continue as Treasurer of 
the company. 


EDWIN Roperts, formerly Controller 
of Ives-Cameron Company, Inc., New 
York, has been promoted to Vice Presi- 
dent and General Manager 


JOHN G. YOUNG is now Controller of 
Walton Lunch Company, Boston. Mr. 
Young ($1007-1937) was with Hutchins 
& Wheeler, Boston. 





F. ©O. GRASSHOFF  ($3695-1946) 
now holds the position of Executive Vice 
President and 
Treasurer of The 
Dayton Journal 
Herald. Mr. 
Grasshoff, who 
previously held 
the title of Sec- 
retary- Treasurer, 
is currently serv- 
ing as president 
of the Dayton 
Control of the 
Controllers In- 
stitute, was vice chairman of the Printing 
and Publishing Industry Conference at 
the Institute’s Annual Meeting in San 
Francisco last month. 


F. O. GRASSHOFF 


ROBERT 2 GARNER, forn erly Assistant 
( omptroller of Engineering & Research 
Corp., Hy attsville, Md., has joined Cur- 
tin and Johnson, Inc., Washington, 
D. C., as Controller-Treasurer. Mr. 
Garner is a member of the Controllers 
Institute ($2843-1943). 


F. S. Capon  (#3873-1947) has 
been advanced to Treasurer of Canadian 
Industries Limited, Montreal. Mr. Capon 
was prev iously Assistant Treasurer. 


Harry Y. WriGut has been elected 
Treasurer of the Fidelity and Deposit 
Company of Maryland and its afhliate, 
the American Bonding Company of 
Baltimore. Mr. Wright, who has served 
since February 1948 as Comptroller and 
Secretary of the two companies, suc- 
ceeds ROLAND BENJAMIN, who died 
July 2. With his election Mr. Wright 
relinquishes his post as Comptroller, 
but will continue to serve as Secretary 
for both companies. 

A native of Baltimore, Mr. Wright 
joined F&D as a clerk in its accounting 
department following his graduation 
from Baltimore City College in 1924. 
He was elected Assistant Treasurer in 
February 1945 and three years later ad- 
vanced to the dual position of Comp- 
troller and Secretary. Mr. Wright is a 
member of the Institute (24318-1948). 


MortTiMER J. Fox, JR., has become As- 
sistant to the President of Schering Cor- 
poration, Bloomfield, N. J. Mr. Fox, a 
member of the Institute (#4102-1948), 
was formerly with Indian Motorcycie 
Company, Springfield, Mass., where he 
held the title of Treasurer and Controller. 


W. A. McDonouGuH, Controller and 
Secretary of the Northern Indiana Public 
Service Company, Hammond, Ind., has 
been elected a Director. Mr. McDonough, 
member of the Institute (42003-1941), 
has keen associated with the company since 
1922, serving as Auditor, Chief Account- 
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ant, Assistant to Controller, Secretary of 


the company, and since 1939 as Control- 
ler and Secretary 

RALPH (¢ Mark has been elected 
Comptroller of General Motors Corpor? 
tion, Detroit, to succeed the late Roy E. 
HAMMOND. Mr. Mark General 
Motors in 1931 as a traveling auditor 
Since 1947 he has | 
cost analysis section of the comptroller’s 
staff 


joined 


een director of the 


THOMAS W. PARHAM_ has become 
Treasurer of East Bay Municipal Utility 
District, Oakland, Calif. Mr. Parham, 
who was formerly Comptroller of 
Southern Pacific Milling Co., Santa Bar- 
bara, is a member of the Controllers In- 
stitute ($4084-1947 ) 
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J. A. BROADWATER 


J. A. BROADWATER  ($2523-1943) 
is now President of Universal Invest- 
ments, Inc., Jacksonville, Pla. Mr Broad 
water previously held the position of 
Treasurer of Tampa Ship Building Com 
pany, Inc., Tampa, Fla 


LAURENCE A. SMITH, Vice President 
and Comptroller of The Grove Labora- 


tories, Inc., St. Louis, has assumed new 
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duties in charge of all manufacturing ac- 
tivities for the expanded operations of the 
Laboratories when ownership of the busi- 
ness of F. W. Fitch Co., Des Moines, was 
officially transferred to the Grove concern. 
Mr. Smith is past president of the St. 
Louis Control of the Controllers Institute 
of America (£1274-1938). 


James G. CAMPBELL, Controller and 
Director of Swank, Inc., New York, has 
been named a Vice President of the com- 
pany. 


DONALD E. DAMOND is now. with 
Head-Miller, Inc., Rochester, N. Y. Mr 
Damond (# 2291-1942) had keen Secre 
tary-Treasurer and Controller with Vet- 


eran Foods, Inc., Rochester. 
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Obituary 





Roy E. Hammond, 53, Comptroller of 
General Motors Corporation, Detroit, dicd 
of a heart attack August 17 at his home in 
the Abington Hotel. Mr. Hammond 
(#4096-1947) had been Comptroller of 
General Motors since March 1947, pre- 
viously serving as Assistant Comptroller 

He began his career in the receiving d¢ 
partment of the Oakland Motor Car Com- 
pany, now the Pontiac Division of General 
Motors, in 1919. He was transferred to 
General Motors central office in Detroit 
on the comptroller’s staff after acquisition 
of the Oakland Company by General 
Motors 

Later Mr. Hammond represented Gen- 
eral Motors Overseas Operating Division 
in Brazil and New York. In 1930 he went 
to the Frigidaire Division in Dayton, re 
turning to the Detroit office in 1942. He 
became Assistant Comptroller two years 
later. 

Surviving are his wife, Mrs. Gladys 
Hammond, and his mother, Mrs. Eliza- 
beth Hammond, Gatlinburg, Tenn. 


Capacity Deceptive 
(Continued from Page 474) 


those arising from usual variance prac- 
tices is unwarranted on the grounds of 
installation and administrative expense. 

The absence of such refinement can 
only be tolerated where it is recognized 
that the standards in themselves mask or 
are likely to mask certain cost circum- 
stances which must therefore be an- 
alysed and surveyed apart from the sys- 
tem as such. A general, overall cost 
control is fundamental but is seldom 
the level from which a program of fac- 
tory cost reduction can actually be initi 
ated. And to a very large extent the 
reason for this is that the installation 
itself may be framed within and ts in- 
clusive of the profit leaks flowing from 
the lack of rated balance between ma- 
chines and from the varying degrees of 
marginality attached to the worn, obso- 
lete, and inefficient productive equip- 
ment found in too many plants today 

Perhaps some confusion as to the lim- 
its of standard costs has been responsible 
for the generally non-aggressive and 
non-analytical approach to machine and 
equipment policies. The same confusion 
can result from systems of flexible budg- 
ets where the standards at various levels 
have been arrived at more by slide-rule 
manipulations in proportion than by an 
enginecred analysis ot the actual ma- 
chine relationships. 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
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UNION DEMANDS IN 1919 


May Require Changes in 
Your Group Insurance 


Be prepared by ascertaining in advance the cost of 
increased or new benefits which may be demanded. 

Our twenty-five years experience in setting up and 
analyzing plans involving all forms of Group Insurance, 
is available on a reasonable fee basis. 

Often savings we develop on present coverages offset 


the cost of broader benefits. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
55 WILLIAM STREET, NEW YORK 5 
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Positions Wanted 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: twelve years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 45. 
Salary $15,000-$18,000. Address: Box 
763, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Controller—Treasurer 
Assistant to President 


Member of the Controllers Institute de- 
sires new connection as controller, treas- 


urer, or assistant to president. Broad na- 
tional industrial experience in multi-plant 
and sales and service operations. Several 


years experience as treasurer handling line 
of credit a number of banks. 


Other previous experience as acting plant 


involving 


| 
ontroller, 


managet 
of large manufacturing plant with em- 


and budget director 


ployment above 20,000, Five years public 


accounting experience with national firm 


I 
of accountants 


Competent in financial management, 
control, budgets, cost 
taxes and 


credit and collections, and sys- 


branch and plant 
accounting, general accounting, 
Insurance, 
tems and procedures. University trained. 


Age 41, married, three dependents. Ad- 


THE CONTROLLER 


dress: Box 927, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
N>Y. 


Standard Costs—Budgetary Control 
Institute member available—account- 
ant-industrial engineer with more than 
twenty years practical experience with 
standard costs, budgetary control—au- 
thor of technical bulletins, books, and 
contributor to the new Handbook on 
Cost Accounting Methods. More than 
ten years in controllership positions. Ad- 
dress: Box 948, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
New York. 


Treasurer—Controller 
Assistant to President 


Member of the Controllers Institute 
desires a new connection as treasurer, con- 
troller, or assistant to president. Previ- 
ously held positions as controller and 
business manager of known organizations. 
Eighteen years of diversified experience in 
manufacturing, selling, research and pub- 
lic accounting. Competent in general ian 
agement, finance, budgets, forecasting, 
othice management, personnel, cost’ ac- 
counting, general accounting, taxes, in- 
surance, credit and collections, market and 
ptice analysis, systems and procedures 
Excellent personality and appearance. Col- 
lege education. Age 38, married. Salary 
dependent upon responsibility and op- 
portunity. Address: Box 961, THE CONn- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller—Treasurer 
Executive Accountant 
A Controllers Institute member, pres- 
ently employed in East, desires to locate 
in South or West. Twenty years experi- 
ence in public utility accounting, with op- 
erating and holding, companies. Thor- 
oughly qualified in general and corporate 
accounting, federal and state taxes, FPC 
and other regulatory commission reports, 
internal auditing, budgets, statistics, in- 
surance, personnel, management 
and procedures, and reports for manage- 
ment. Also some utility operating expert- 
ence. College graduate. Married. Salary 
dependent upon location, responsibilities, 
and opportunity. Address: Box 962, THI 
CONTROLLER, One East  Forty-Second 
Street, New York 17, N. Y. 


ottice 


General Auditor 


CPA (Ohio) with extensive experience 
in internal auditing and all phases of ac- 
counting. Available after proper notice as 


auditor, controller, or assistant 


general 


OCTOBER, 1949 





controller for large company. Detail 
resumé on request. Some travel acceptable. 
Address: Box 974, THE CONTROLLER, 
One East Forty-Second Street, New York 
17, REY. 


Controller—Executive Accountant 


CPA, age 43, college graduate, ten 
years diversified public accounting and 
ten years supervisory experience with 
manufacturing corporations. — Excellent 
background in accounting, auditing, taxes, 
costs, finances, and administrative phases 
of business. Able to get things done ef- 
ficiently at low cost. Now employed but 
available upon reasonable notice. Address: 
Box 976, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N.Y. 


Punched Card Industrial Engineer 

Twenty years experience—have de- 
signed, sold and installed IBM and Rem 
Rand punched card systems in all types of 
business—-six years branch manager for 
Rem Rand—chiet of tab systems for Con- 
solidated Vultee Aircraft during war with 
twelve plants. Age 40, executive ability, 
desire permanent position with progres- 
sive firm, will accept temporary assign- 
ment, all inquiries answered. Address: 
Box 979, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N.Y. 


Controller—Treasurer 

Executive presently em- 
ployed desires position as controller, 
treasurer, or one with related responsibili- 
ties. Education, experience, ability, and 
personality are such as should qualify for 
the duties and responsibilities in those po- 
sitions. Good objective reasons for con- 
templated change. Age 42, married, free 
to relocate. Salary $10,000. Address: Box 
980, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


accountant 


Controller—Treasurer or Assistant 

Executive accountant, member of Con- 
trollers Institute, interested in opportu- 
nity. College graduate with CPA and law 
degree. Experience includes fourteen years 
ot auditing, accounting, systems, adminis 
tration, procedures, and finance. Age 37 
married, free to relocate. Salary open. Ad- 
dress: Box 981, THE CONTROLLER, One 
East Forty-Second Street, New York 17 
NAY. 


Controller—Treasurer—Executive 
Assistant 

A member of the Controllers Institute, 
now engaged in public practice, desires a 
responsible position requiring a progres- 
sive and profit-minded man. Formerly 
controller-treasurer of a large corporation, 
in charge of all accounting, costs, budgets, 
procedures, and systems. Participated in 
top management and committee func- 
tions; also pension trustee, former budget 





director, public accountant, and university 
instructor. College graduate M.B.S. Pres- 
ently located in Texas. Salary require- 
ments $9,000-$10,000, or lesser salary 
plus profit-sharing arrangement. Married, 
family, age 35. Address: Box 982, THI 
CONTROLLER, One East  Forty-Second 
Street, New York 17, N. Y. 


Controller—Treasurer 


Can formulate, install, and operate a 
complete and economical accounting sys- 
tem suited to the needs of the individual 
company. Twenty years experience in 
high-precision metal working industry 
with nationally known companies. Diver- 
sified background including costs, taxes, 
auditing, budgets, statistics, consolida- 
tions, IBM, and development and_ in- 
stallation of accounting systems. Equipped 
to thoroughly analyze and interpret cos 
and general financial information and to 
recommend suitable action. Accountancy 
ind Business Administration graduate, 
married, age 49. Address: Box 983, THI 
CONTROLLER, One Easty Forty-Second 
Street, New York 17, N. Y. 


Assistant Controller 


Available two weeks after interview. 
Ten years experience in commercial, in- 
dustrial companies: textiles, petroleum 
manufacturing, construction; developed, 
analyzed and interpreted costs, systems 
procedures, inventory control, budgets; in- 
ternal auditor and all phases of general 
accounting. Eight years public accounting 
expericnce, including five years as senior 
handling extensive audits: textile and 
steel manufacturers; industrials; realty 
company ; department stores; imsurance 
Assignments covered time studies costs, 
reorganizations, financial reports and 
taxes. Degree of Bachelor of Business Ad- 
ministration, age 36, married with one 
child. Address: Box 984, THE CONTROL- 
LER, One East Forty-Second Street, New 
York. 17, N. Y. 


Controller—Treasurer or Assistant 


For twenty years—with two substantial 
manufacturers—I have been assisting or 
tac kling important important executive 
accounting problems—-control, costs, and 
budgets (preparation, analysis, and inter 
pretation), financial statements, auditing, 
taxes, and office management. I am in the 
market for a position now because my 
company has liquidated except as a sales 
agent. Controllers Institute member. Age 
16. Health excellent. Married. Locate any- 
where. Compensation desired—opportu- 
nity plus $7,500 up. If you desire, you 
can get in confidence a quick, complete, 
impartial investigation of former employ 
ers and personal references through a well 
known independent personnel consulting 
organization. May I be considered if you 
need help to manage your executive ac 
counting ? Please write or telegraph. Ad 
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NEW Wy auome cibulior 


DESIGNED FOR THOSE 
RESPONSIBLE FOR 
PRODUCING OR 


CHECKING FiGures . . » » « this New Fully Automatic Calculator 


Friden Mechanical and Instructional 
Service is svailable in approximately 
250 Company Controlled 
Sales Ageiscies throughout 
the United Stetes and Canada. 


~ a ae > . 
provides a speed 42 ODIAL NE ANSWeFs 


and an ease of operation never betore 


experienced by users of calculating 


machines. See this amazing Calculator... 


Try it on your own work... Learn how its 


many new features will increase your 


figure-work production. Telephone your 


local Fricien Representative. Arrange for a 


demonstration on your own work. 


$2iDEN CALCULATING MACHINE CO., INC. 





What simple + 


quest 
Stopper fo, a 'S Q sure 


c 
Ng to ¢¢ ‘i 600k Cttempr 
"52 o bad check? 


Why is it 


unwise to permit 
an employee to refys 


vacation 2 
H 
©w can you deter. 


mine the COstof crime 
losses jn advance? 


This FREE book will help you 
STOP CRIME LOSS! 


These questions and hundreds more are answered in the 
newly published 36-page book, “‘Crime Loss Prevention’ — 
a concise, clearly written study of the common kinds of 
crime losses and the best loss prevention methods. 


You NEED this book. 
hour’s reading any employer can do. Send for your FREE 


It’s the most profitable half 
copy today. 


Be on your guard 
against Crime Loss... 


4S BERBERS SB 


CONTINENTAL CASUALTY CO. 
Dept. 3C 

310 South Michigan Ave 
Chicago 4, Illinois 


Please send me, without obligation, my free copy of the new book on “Crime Loss 
Prevention.” 


Nome 
Firm Name 
Street Address 


City Zone State 


dress: Box 985, THE CONTROLLER, One 


East Forty-Second Street, New York 17, 
N. Y. 

Executive Officer—Vice President 

To company requiring qualified assist- 
ance can offer the experience of three re- 
organizations, all phases of financial, 
sales, and operations. Capable of analyses 
and determination of facts for establish- 
ment of financial and administrative poli 
cies. Can executive orders and make deci- 
sions. Institute member—now employed. 
Address: Box 986, THE CONTROLLER, 
One East Forty-Second Street, New York 
7. IN. Y, 


Controller—Assistant Controlier 


Institute member desires 
controller, assistant controller, or 
financial officer. He is Profit Conscious 
He is accustomed to increasing profits in 
manufacturing concerns by analysis of op- 
erations and development of financial 
controls, cost systems, procedures, effec- 
tive human relations, tax savings and bet- 
ter methods which give immediate data 
needed by executives responsible for 
sales,. manufacturing and financial policy. 
He is presently employed, college trained, 
iS years old, married and has three de- 
pendents. Address: Box 987, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


position as 
other 


Accountant—Occasional Work 

Wide experience since 1934 covering 
many lines of business, including seven 
years with two major public accounting 
firms. Rated top senior. CPA since 1938. 
Age 35. Currently employed three days a 
week on flexible schedule (as controller 
of smaller corporation). Seek occasional 
work for remaining time; or regular Sat- 
urday position. New York City-New Jer- 
sey area. $20 a day. Address: Box 988, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, N. Y. 


“The boss has asked everyone to help 
keep the office expenses as low as 
possible this year” 





“Only the Remington Rand Printing Calculator 


gives you printed figure facts” 





DIVIDES Med PRINTS eh nT 


“FOOLPROOF!” you'll say of the new* Printing 
* 


CURRENT MONTH'S SALES Calculator, because it automatically prints every 
: - PRIOR MONTH'S SALES factor and answer on the tape. No squinting at 
00S AMOUNT ee hard-to-read dials, no repeating problems for proof 

r . a glance at the tape tells you you're right, right 
away ! 


@75130 
775620 
99510 
7 562 
7562 ; ‘ 
717562 — And, of course, the printed tape gives you 
12.8% IN - 


73064 * a permanent record of the figure facts on which 


you base important decisions. 
TYPICAL PROBLEM: Wihitcue 
aesaianund —— INVOICING latever | 
and PRINTS easier, less 
— “ 

95 4 DOZ. @ $495 DOZ costly operation, with 10-key touch control, 

4 ; ) 

span’ feature keys, 


your figuring needs, the electrified 
Printing Calculator provides faster, 
hand- 
automatic completion and 


clearance. And best of all, with the printed tape, 
you have 


.3 15 ITEMS @ $1.45 EACH 
145 
AUTOMATIC TOTAL 


an adding-listing machine too —two fine 
rT $41.55 


machines for your one modest investment. 








ADDS and —— For the whole cost-cutting story, call your 
oi and PRINTS local representative, or write for free book- 

* let “Command Performance,” to Remington 

eee t ao0s Rand Inc., Dept. CR-10, New York 10, N.Y. 

o 07 S | suBToTALs 

+ 472507 — | suBtRacts 


AUTOMATIC TOTALS 
96000000009 | 10 109 raion 


for every figuring need: 
PROOF ON THE PRINTED TAPE 





the new Reminglon Rand automatic Printing Calculator 
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The new Allen-Wales adding machines 
okey cal obbat-Wdat-W ol-Youbha' mos ae-paqtobadhiae-ta'a(-tc Motel lo} 
with the mechanism famed for SPEED, 
ACCURACY and DEPENDABILITY. 
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ALLEN W WALES 


ALLEN-WALES ADDING MACHINE DIVISION 
OF 
THE NATIONAL CASH REGISTER COMPANY 
444 MADISON AVENUE 
NEW YORK 22, N. Y.. 








